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Abstract 
Loyalty programmes are increasingly gaining popularity amongst business organisations. 
This is demonstrated by the number of businesses that are currently offering some form 
of loyalty programmes and other related incentives to their customers. According to a study 
by Evanschitzky, Emrich, Sangtani, Ackfeldt, Reynolds, and Arnold (2014:335), the global 
percentage of customer loyalty programmes is increasing at a rate of 11 percent each 
year. On a global level, the concept of customer loyalty was popularised by Dick and Basu 
(1994:99), who explained the concept as the strength of the connections between an 
individual’s relative attitude and repeat patronage.  
The primary aim of this study was to give insight into the effectiveness of loyalty 
programmes by testing the McCall and Voorhees model (2010:37), and identify the 
challenges faced by marketers in building loyalty and retaining those loyal customers. 
In order to achieve this objective, a deductive reasoning approach was followed, with 
the use of qualitative research techniques as a method of data collection. This 
approach was used in this study in an attempt to build new theories.  
 
Furthermore, semi-structured interviews were conducted, and field notes taken during 
the interviews. All interviews were audio recorded, and later transcribed. The inclusion 
criteria for participation was that individuals had to be customers from different service 
stations (fuel stations), residing in the Gauteng region with the service station loyalty 
cards.  
 
The main research question for the study was “What is the effectiveness of loyalty 
programmes on customer retention?”. 
 
The aim of the study was to assess a few factors that were previously identified by 
other researchers as playing a critical role in the effectiveness loyalty programmes, 
and how these factors contribute towards customer retention. The study revealed that 
some of the identified factors were effective with regards to this specific loyalty 
programme (Fuels service station loyalty programme), whilst others proved not to be 
as effective. 
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Chapter 1: Introduction 
1.1 Overview 
The South African market is highly involved in loyalty programmes and because of 
this, on average customers tend to stay with businesses for several years. According 
to Norfolk and Camp (2015:655, about 57% of South Africans on average will stay 
committed to a service provider for at least three years before they consider switching, 
this is mostly seen in the banking industries. Other industries that have showed a high 
customer retention are the supermarkets, clothing shops and mobile phone 
businesses (Norkfolk & Camp, 2015:655). Furthermore, it is suggested that only 7% 
of South Africans switch service providers after being with them for less than a year. 
According to Carter (2016), the past decade has introduced significant changes and 
challenges for businesses. Customers are more informed, they have several options 
and a great level of expectations (Carter, 2016). Loyalty programmes are defined as 
programmes that boost repeat buying and thereby advance retention rates by 
providing incentives for customers to buy more frequently and in larger volumes 
(Wang, Lewis, Cryder & Sprigg, 2016:565).  
Previous studies have provided several definitions of customer loyalty. Some of the 
early studies include those by Woodside, Frey and Daly (1989:5), Parasuraman, 
Zeithaml and Berry (1991:42) and Zeithaml, Berry and Parasuraman (1996:31). They 
defined customer loyalty as a behavioural approach, whereby the customers are loyal 
if they continue to buy and use a good or service.  
The increase in the number of loyalty programmes is a clear attempt by businesses to 
retail current customers, while trying to attract new customers. Furthermore, it is 
suggested that although retaining the best customers is the top priority of loyalty 
programmes amongst most businesses, only 56 percent of these businesses use a 
customer retention rate metric to measure loyalty programme success and only 27 
percent measure customer lifetime value (Carter, 2016). 
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1.2 Background of the study 
The demand to gain customer loyalty has become one of the most essential goals of 
marketing. Because of this, several businesses have resorted to using loyalty 
programmes as a means of enhancing customers’ loyalty (Gandomi & Zolfaghari, 
2013:797).  According to Gandomi and Zolfaghari (2013:797), loyalty programmes are 
planned promotion efforts, which are aimed at enhancing customers’ loyalty, this is 
achieved through rewarding their purchase behaviour. Kang, Alejandro and Groza 
(2015:464) argue that the main reason for businesses employing loyalty programmes 
is to reward and encourage repeat purchases. Furthermore, Kang et al. (2015:465) 
report that these benefits or rewards can either be financial/economic or non-
financial/social. 
Despite the popularity of loyalty programmes and the belief that such initiatives help 
enhance customer loyalty, there are arguments that loyalty programmes are 
ineffective. Meyer-Waarden (2015:22) reports that less than half of loyalty programme 
members find the programmes as value-adding and that the impact on customer 
patronage is often lower than most businesses’ expectations. Voorhees, White, McCall 
and Randhawa (2015:202) argue that despite the substantial investments that 
businesses make towards loyalty programmes, these businesses and marketers are 
given little indication regarding the overall efficacy of the loyalty programmes in driving 
consumer spending and overall customer retention. 
A study by Mckensey showed that in the United States, on average loyalty 
programmes do not usually pay off, in fact, they tend to destroy the value for the 
programmes (Nadeau & Singer, 2014).  The study showed that those that spend more 
on loyalty, or have more visible loyalty programmes, grow at about the same rate or 
slightly slower than those that do not (4.4 vs 5.5 percent per year since 2002).There 
is a rapid growth in the number of loyalty programmes introduced by South African 
businesses, as a result, this study aims to identify whether loyalty programmes are 
indeed effective within the South African context.  
The main research question is “what is the effectiveness of loyalty programmes on 
consumer purchasing behaviour within the South African oil and gas retail business? 
This industry is chosen because in the past the oil and gas businesses were not 
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allowed by legislation to participate in loyalty schemes, but this has since changed. 
Because of this, several oil and gas businesses are increasingly introducing different 
loyalty programmes at their retail sites to customer who fill up with them or purchase 
goods at the convenient stores. 
1.3 Research problem 
This study investigates the impact of loyalty programmes on consumer purchasing 
behaviour within the South African retail sector, specifically the oil and gas Service 
Stations, focusing on customer satisfaction and customer retention. Existing literature 
suggests that customer loyalty programmes’ main objectives are to create a higher 
level of customer retention by offering increased level of satisfaction and value to 
certain customers. However, there are also several critics and studies that suggest 
that customer loyalty programmes are ineffective at delivering a competitive value 
proposition and only increase marketing costs (Corstjens & Rajiv, 2014:285 Voorhees, 
et al., 2015:202).  
According to Corstjens and Rajiv (2014:285), loyalty programmes do not work within 
the retail space because they are costly without compensating tangible benefits. It is 
further suggested that loyalty programmes do not work in grocery stores because the 
rewards that they offer are significantly small (Corstjens & Rajiv, 2014:286). Voorhees 
et al., (2015:202) argue that despite the large investments in loyalty programmes, 
several studies have concluded that the design of traditional loyalty programmes 
betrays the businesses that created them as they are ineffective in terms of customer 
retention.  
Ramly and Omar (2016:43) report that the ineffectiveness of loyalty programmes 
results from the lack of planning and attention on the design of the programmes, which 
then leads to businesses offering programmes that are similar to those offered by 
competitors and thus lacking competitive differentiation. The cost associated with 
drawing in new customers is much greater than the cost of retaining old customers 
(Rahmani-Nejad, Firoozbakht & Taghipoor, 2014:262). Because of this, keeping 
customers loyal is a crucial issue for business organisations.  
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1.4 Research objectives 
This study aims to give insight into the effectiveness of loyalty programmes and 
identifies the challenges faced by marketers in building loyalty and retention. The main 
research question is “What is the effectiveness of loyalty programmes on customer 
retention?” In order to reach the stated aim this study used the model of McCall and 
Voorhees (2010:37) as a guide to explore: 
1. The relationship between the structure of the loyalty programme with special 
reference to the tier structure and the effectiveness of the loyalty programme.  
2. The relationship between the structure of the loyalty rewards and the 
effectiveness of the loyalty programme. 
3. The relationship of the customer factors and the effectiveness of the loyalty 
programme.  
1.5 Literature review 
1.5.1 Customer loyalty 
Loyalty programmes are increasingly gaining popularity amongst business 
organisations. This is demonstrated by the number of businesses that are currently 
offering some loyalty programmes and other related incentives to their customers. 
According to a study by Evanschitzky, Emrich, Sangtani, Ackfeldt, Reynolds and 
Arnold (2014:335), the global percentage of customer loyalty programmes is 
increasing at a rate of 11 percent each year. On a global level, the concept of customer 
loyalty was popularised by Dick and Basu (1994:99), who explained the concept as 
the strength of the connection between an individual’s relative attitude and repeat 
patronage.  
Loyalty programmes on the other hand are defined as programmes that boost repeat 
buying and thereby advance retention rates by providing incentives for customers to 
buy more frequently and in larger volumes (Wang et al., 2016:565). Previous studies 
have provided several definitions of customer loyalty. Some of the early studies 
includes Berry, Parasuraman and Zeithaml (1991:420), Woodside, Frey and Daly 
(1989:5) and  Berry, Parasuraman and Zeithaml (1996:31) who defined customer 
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loyalty as a behavioural approach, whereby the customers are loyal as long as they 
continue to buy and use a good or service.  
More recent studies have demonstrated some similarities and contrast to the earlier 
studies these include by studies Baloglu and Tanford (2013:334) and Magatef and 
Tomalieh (2015:79) who argued that customers with true loyalty are characterised by 
a strong emotional attachment to the company and frequent support. This statement 
supports earlier studies which argued that customer loyalty is both behavioural and 
attitudinal.  
Magatef and Tomalieh (2015:79) suggest that customer loyalty has to do with the 
willingness of any given customer to purchase the company’s goods and services over 
competitive ones available in the marketplace. Magatef and Tomalieh (2015:79) 
further suggest that to cultivate customer loyalty, businesses must provide and offer 
positive experiences to the customer and have them return to the company various 
times because of the positive experiences. 
1.5.2 Customer loyalty programmes 
Several businesses have started using loyalty programmes as a means of attracting 
new customers and retaining existing customers. Magatef and Tomalieh (2015:79) 
conducted a recent study where they defined customer loyalty programmes as 
organized promotion efforts that incentivise and therefore boost, loyal buying 
behaviour, which is potentially beneficial to the firm. Similarly, Ahn and Kim (2017:842) 
defined loyalty programmes as marketing tactics which are aimed at building and 
maintaining brand loyalty, through a planned reward programme based on customers’ 
purchase history. 
According to Ahn and Kim (2017:842), an integral part of loyalty programmes is the 
achievement of pre-specified rewards by meeting the required amount of purchase 
and, for this reason, loyalty programmes are often referred to as rewards programmes. 
Kreis and Mafael (2014:590) argue that a large body of research has pointed out how 
loyalty programmes may only be able to build loyalty if they contribute to customer 
value perception and that in turn increases in value drive customer loyalty. 
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According to Bruneau and Zidda (2014:2), gaining an understanding of how the 
various features of a loyalty programme works can contribute significantly to their 
effectiveness. The attributes that each loyalty programme offers becomes a key in 
customers’ mind and influence their intention to participate in loyalty programmes 
(Bruneau & Zidda, 2014:2). This suggests that the effectiveness of loyalty programmes 
depends to some extent on the programme design. 
1.5.3 Customer relationship management in loyalty programmes 
Customer relationship management (CRM), also known as relationship marketing, has 
become one of the most fundamental concepts in business marketing (Xie & Chen, 
2013:187). Business organisations are implementing customer relationship 
management to reach and connect with customers in the highly saturated business 
environment, using products, advertisement and promotion (Krishnan, Groza, Groza, 
Peterson & Fredricks, 2014:162). CRM is defined by Krishnan et al. (2014:162) as an 
effective approach for collecting, analysing and translating valuable customer 
information into managerial action.  
Schilke, Reimann and Thomas (2009:25) argue that CRM begins with the basic 
premise that businesses view customers as manageable strategic assets of the firm. 
According to Xie and Chen (2013:188), loyalty programmes usually leads to the 
following, the acquisition of new customers; customer engagement; deal seekers; 
inactive customers; switchers; and customer retention. Omar, Ramly, Alam and Nazri 
(2015:145) argue that only those businesses that can successfully implement CRM 
and customer focus programmes will eventually receive rewards in the form of 
customer loyalty, satisfied customers and subsequently lead to long run profitability 
due to customer retention. Furthermore, understanding the antecedents of customer 
loyalty is important in the design and implementation of loyalty programmes to ensure 
customer satisfaction and retention (Tweneboah-Koduah & Farley, 2015:249). 
One of the most critical goals of a loyalty programme is to achieve higher levels of 
customer retention, mainly in profitable segments, through increased value to certain 
customers and satisfaction (Omar et al., 2015:148). Customers are the central focus 
when it comes to CRM, hence the main goal of CRM is to deal with customers’ 
concerns. According to Faed, Hussain and Chang (2014:33), the purpose of 
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implementing a CRM system is to help gain relevant information about customers 
which will help implement a CRM strategy that will increase customer satisfaction. 
Attaining customers is fundamental to the success of any business, however, retaining 
these customers is much more important. 
1.5.4 Customer value proposition 
Nowadays almost every loyalty programme offered by an organisation must have 
some form of value proposition that they offer to their customers. The concept of value 
creation has gained significant recognition globally in recent years in the fields of 
marketing and innovation management (Martinez, 2014:134). As a result, many 
businesses are also increasingly identifying the significance of incorporating their 
customers when coming up with their consumer value proposition. 
Value proposition is described by Frow, McColl-Kennedy, Hilton, Davidson, Payne and 
Brozovic (2014:329) in terms of a firm’s positioning, highlighting favourable points of 
difference and determining promises of delivered value.  According to Kyguoliene, 
Zikiene and Grigaliunaite (2017:101), the differentiating factor for any loyalty 
programme is the value proposition as it sets out the benefits that the customer will 
receive as being a member of the programme. 
Skålén, Gummerus, Von Koskull and Magnusson (2015:142) define value proposition 
as a precise statement of the benefits, which are both tangible and intangible that the 
company will offer, along with the approximate price that the customer will be charged 
for it. 
Chandler and Lusch (2015:7) argue that to achieve a competitive value proposition, 
businesses must ensure that the crafting of a value proposition considers customer’s 
wants and needs. Furthermore, businesses can no longer restrict their activities to only 
making the value proposition, they can also engage themselves in customer’s value 
fulfilment as well. identifying customer’s perceived benefits becomes critical to 
satisfying customers and can lead to greater loyalty to the programme and the 
company (Kyguoliene et al., 2017:101). 
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1.6 Research methodology 
The following section will discuss the research methodology undertaken. 
1.6.1 Research design 
Research design refers to the overall strategy that one chooses to integrate the 
different components of a study in a logical manner (De Vaus & De Vaus, 2013:6; 
Wong & Cooper, 2016:1133). There are three major research designs and these are 
qualitative, quantitative and mixed-methods. According to Flick (2014:25), qualitative 
methods are especially appropriate in answering micro sociological questions and 
quantitative methods for answering macro sociological questions. For this study, 
qualitative research will be used.  
Marshall and Rossman (2014:27) argue that in a qualitative inquiry, the initial curiosity 
for research often arises from real-world observations, which emerges from the 
interplay of the researcher’s experience, tacit theories, interest in practice and growing 
scholarly interest. Since the purpose of the study is to explore whether loyalty 
programmes have an impact on consumer purchasing decisions, qualitative research 
will be more suitable as it will assist with uncovering the trends that drive customers 
towards these loyalty programmes; the responses from participants will then be used 
to understand the effectiveness of the programmes with regards to consumer 
purchasing behaviour. Qualitative research methods will help in answering the 
research questions, using structured and semi-structured interviews. 
1.6.2 Research approach  
There are three main research approaches, deductive, abductive and inductive. Gray 
(2013:16) defines deductive reasoning as an approach that moves towards hypothesis 
testing, after which the principle under investigation is confirmed, refuted or modified. 
Furthermore, Gray (2013:17) explains inductive reasoning as an approach whereby 
plans for data collection are made after the data has been analysed to see if any 
patterns emerge that suggest relationships between variables.  
 
For this study, inductive reasoning will be followed. To ensure reliability in this study, 
many respondents will be interviewed to base the research findings on. Inductive 
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reasoning also means that the researcher moves towards discovering a binding 
principle, taking care not to jump to hasty conclusions based on data (Gray, 2013:17). 
Data will be gathered in this study with the attempt to establish patterns, consistencies 
and meanings. 
 
1.6.3 Research paradigm 
The philosophical paradigm for this study is pragmatic. According to Creswell (2013), 
a pragmatic paradigm is concerned with actions, situations and consequences. By 
using this paradigm, the study will be able to address the main research question and 
prove or disprove the effectiveness of loyalty programmes on consumer purchasing 
behaviour. Pragmatism is ideal for this study as it provides researchers the freedom 
to choose the method, techniques and procedures of research that best suit their 
needs (Creswell, 2013). 
This study aims to understand the influence that loyalty programmes have on 
consumer purchasing behaviour, from the perspective of different participants. 
Because of this, pragmatism will assist in understanding and recognizing that there 
are many ways of interpreting the world (Saunders, Lewis & Thornhill, 2012) and that 
there may be multiple realities. Asking questions such as what, how and why will help 
in uncovering these different ways of interpreting the world. 
1.6.4 Population 
Best (2014:249) defines target population as people with characteristics that the 
research requires the most. The target population of this study are consumers with 
cars, who fill up their fuel at the Service Stations around Gauteng, using loyalty cards 
at these outlets. 
1.6.5 Time horizon 
The time horizon for this study is cross-sectional. A cross-sectional study, according 
to Saunders et al. (2012:190), is one where a researcher studies a phenomenon at a 
given period. The study will make use of interviews in order to get all relevant 
information from respondents. 
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1.6.6 Data collection instruments 
Data collection can be classified as either primary or secondary. According to Wahyuni 
(2012:73), primary data is generally collected using semi-structured interviews, with 
the focus being on experts from the case organization, while secondary data is mainly 
in the form of documented literature or journals. Saunders (2011:256) argues that 
secondary data has to do with the reanalysing of data that have already been collected 
for some other purpose; while primary data is new data that is specifically collected for 
that purpose. 
The data collection for this study will consist of both primary and secondary. The 
primary data will be collected using semi-structured interviews. Semi-structured 
interviews will be conducted with a group that is part of the case organization as well 
as with customers within the oil and gas retail sector. These interviews will assist in 
establishing consistency between the information obtained from the members of the 
case organisation and that obtained from the customers or potential customers. 
1.6.7 Data analysis and interpretation 
Wahyuni (2012:75) defines data analysis as a process that involves the drawing of 
interpretations from raw data and this process can involve multi methods that are 
applied sequentially.  When analysing data for a phenomenon, the researcher must 
ensure the credibility of the study results and the study process in general (Graue, 
2015:12). Qualitative data analysis is the classification and interpretation of linguistic 
(or visual) material to make meaning of the material represented in it (Flick, 2013:5).  
The aim of using data analysis for this study is to arrive at a generalizable statement, 
this will be achieved by comparing the various materials obtained from both secondary 
and primary data. Furthermore, the data analysis process will ensure that no data will 
be disregarded simply because it proves or disproves any personal hypotheses that 
the researcher may hold. At this stage, the identities of participants and the case 
organization will be replaced to ensure confidentiality and privacy. 
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1.6.8 Ethical considerations 
There are several ethical issues that must be considered when conducting a research. 
Codes of ethics have been formulated to regulate the relations between researchers 
and the participants. Flick (2014:35) suggests that the principles of research ethics 
requires the researcher to avoid harming the participants involved in the research 
process by considering their interests and needs. Table 2 below lists some of the 
factors that will be considered throughout the study. 
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Table 1.1 Ethical consideration definitions 
Terms Meaning 
Informed 
consent 
According to Creswell (2012:23), all respondents and participants 
must be informed in advance of any possible benefits and risks 
that may be associated with the research and permission must be 
granted by all participants. 
Voluntary 
participation 
Voluntary participation will ensure that no participants in this study 
are forced into participating (Saldaña, 2013:15). 
Protecting 
participant’s 
privacy by 
ensuring 
anonymity and 
confidentiality 
The identity of the participants and respondents will be kept 
confidential. 
Credibility and 
trustworthiness 
Credibility is viewed by Creswell (2012:34) as one of the most 
important factors when establishing trustworthiness in research 
findings. In this study, credibility will be achieved by ensuring 
prolonged engagement with all the selected participants. 
Source: Compiled by researcher 
1.6.9 Significance/contribution of the study 
This study will be the first in South Africa to examine and clarify the role of loyalty 
programmes and their impact on customer retention within the oil and gas industry. 
Majority of oil and gas businesses have started to participate in the loyalty space, this 
research will help in providing the proper recommendations for the organisations within 
this industry. Furthermore, the purpose of this study is to obtain a deeper 
understanding of the impact of customer loyalty programmes on customer retention. 
According to the Department of Energy (2016), for the longest time oil businesses 
were banned from providing any form of loyalty offering due to oil being regulated in 
South Africa. 
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1.6.10 Limitations 
There are other forms of loyalty practices to observe, other factors within the customer 
relationship management process to consider and other dynamics to explore between 
the customer and service provider interaction, as well as other performance 
implications to consider which were not covered in this study. For example, financial 
indicators such as customer lifetime value could have been explored since the ultimate 
success of loyalty programmes depends on the programme’s financial contributes to 
the firm in the long term. 
Table 1.2 Timeframe 
ACTIVITY      2019 
 MAY JUN AUG OCT OCT Nov 
1st draft 5th      
2nd draft  2nd 4th    
3rd draft    15th 31st  
Final 
submission 
      
Source: Compiled by researcher 
1.7 Chapter layout 
The study will consist of four chapters. Chapter one will be the introductory and 
background chapter. This chapter outlines the reasons behind the implementation of 
loyalty programmes by business organisations; and focuses on the importance of 
measuring the effectiveness of these loyalty programmes. 
Chapter two will outline the literature review. Different definitions and components of 
loyalty programmes will be given, an outline of how customer relationship 
management can be used to ensure the success of a loyalty programme will be given, 
as well as the factors that affect loyalty programme performance and consumer 
purchasing behaviour. 
Chapter three will explain the research design that will be used, which is the qualitative 
method. The definition and reasons for using this method will be given, the sample 
size that will be used and the data collection and analysis process is outlined in this 
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chapter. Chapter four will address the findings and discussion, with the focus on 
whether that participant’s responses have established a relationship between loyalty 
programmes and consumer purchasing behaviour.  
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Chapter 2: Literature review 
2.1 Introduction 
The previous chapter set the scene for the research to be conducted and introduced 
the reader to the subject area as well as terminology that will be used during the 
research.  Chapter one also provided an overview or summary of all the chapters to 
follow. 
This chapter focuses on loyalty programmes and its impact on customer satisfaction 
and retention in South Africa, from the perspective of oil and gas customers. According 
to Burnstone (2018), loyalty is evolving rapidly, as a result, many businesses are 
striving to ensure that their brands embrace the customer’s demand for a striking, all-
inclusive and personalised experience. Many businesses within the oil and gas 
industry are running some form of loyalty scheme as a means of retaining and gaining 
new customers.  
As a means of gaining an in-depth view of the topic, it will be discussed from a global 
and then narrowed down to a South African perspective. A study by Nielsen (2018) 
suggests that South Africans are extremely loyalty oriented. The evident they provide 
is that of six Africa/Middle East countries surveyed in the Nielsen’s latest Global Retail 
Loyalty Survey, South Africa had the highest number of respondents (84%) who 
expressed that they are currently loyalty programme members (Nielsen, 2018).  
This figure is more significant because only 66% of global respondents were members 
of one or more loyalty programme (Nielsen, 2018). Loyalty programmes offer attributes 
which become key in the minds of customers and in turn, influence their intentions to 
participate in loyalty programmes. It is further suggested that about 62% of South 
Africans belong to between two and five loyalty schemes, while 6% belong to between 
6 and 10 loyalty schemes (Nielsen, 2018).  
The interaction between these customers and their respective loyalty programmes is 
82% done in store where they scan their loyalty cards and this is said to represent one 
of the highest physical usage of loyalty cards in the world. One of the most critical 
goals of a loyalty programme is to achieve higher levels of customer retention, mainly 
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in profitable segments, through increased value to certain customers and satisfaction 
(Omar et al., 2015:148). Previously, oil and gas businesses were not allowed to have 
loyalty schemes in place as this is a product that is subsidised by the South African 
government. However, this restriction has since been lifted and businesses are now 
allowed to have a loyalty programmes in place.  
This has then led to a significant increase in the number of oil and gas businesses that 
participate in loyalty programmes (Department of Energy, 2016). The concept of value 
creation in relation to loyalty programmes is also discussed in this chapter. Value 
creation has gained significant recognition globally in recent years in the fields of 
marketing and innovation management (Martinez, 2014:134). Nowadays almost every 
loyalty programme offered by an organisation must have some form of value 
proposition that they offer to their customers. The concept of value creation has gained 
significant recognition globally in recent years in the fields of marketing and innovation 
management (Martinez, 2014:134). 
2.2 Customer loyalty programmes 
Loyalty programmes are increasingly gaining popularity amongst business 
organisations. This is demonstrated by the number of businesses that are currently 
offering some loyalty programmes and other related incentives to their customers. 
According to a study by Evanschitzky et al. (2014:335), the global percentage of 
customer loyalty programmes is increasing at a rate of 11 percent each year. On a 
global level, the concept of customer loyalty was popularised by Dick and Basu 
(1994:99), who explained the concept as the strength of the connection between an 
individual’s relative attitude and repeat patronage.  
Loyalty programmes are defined as programmes that boost repeat buying and thereby 
advance retention rates by providing incentives for customers to buy more frequently 
and in larger volumes (Wang et al., 2016:565). Previous studies have provided several 
definitions of customer loyalty. Some of the early studies include those by Daly et al. 
(1989:5), Berry, Parasuraman and Zeithaml (1991:420) and Berry et al. (1996:31). 
They defined customer loyalty as a behavioural approach, whereby the customers are 
loyal if they continue to buy and use a good or service.  
 17 
 
Baloglu and Tanford (2013:334) argue that customers with true loyalty are 
characterised by a strong emotional attachment to the company and frequent support. 
This statement supports earlier studies which argued that customer loyalty is both 
behavioural and attitudinal. Magatef and Tomalieh (2015:79) suggest that customer 
loyalty must do with the willingness of any given customer to purchase the company’s 
goods and services over competitive ones available in the marketplace. 
Magatef and Tomalieh (2015:79) further suggest that to cultivate customer loyalty, 
businesses must provide and offer positive experiences to the customer and have 
them return to the company various times because of the positive experiences. There 
has been a growing number of businesses that have started implementing some form 
loyalty programme as a means of attracting new customers and retaining existing 
customers.  
Magatef and Tomalieh (2015:79) conducted a study where they defined customer 
loyalty programmes as organized promotion efforts that incentivise and therefore 
boost, loyal buying behaviour, which is potentially beneficial to the firm. Similarly, Ahn 
and Kim (2017:842) defined loyalty programmes as marketing tactics which are aimed 
at building and maintaining brand loyalty, through a planned reward programme based 
on customers’ purchase history. 
According to Ahn and Kim (2017:842), an integral part of loyalty programmes is the 
achievement of pre-specified rewards by meeting the required amount of purchase 
and, for this reason, loyalty programmes are often referred to as rewards programmes. 
Kreis and Mafael (2014:590) argue that a large body of research has pointed out how 
loyalty programmes may only be able to build loyalty if they contribute to customer 
value perception and that in turn increases in value drive customer loyalty. 
Bruneau and Zidda (2014:2) suggest that understanding how the various features of 
loyalty programmes enhance active participation with loyalty programmes is a critical 
question for their effectiveness. The attributes that each loyalty programme offers 
becomes a key in customers’ mind and influence their intention to participate in loyalty 
programmes (Bruneau & Zidda, 2014:2). This suggests that the effectiveness of loyalty 
programmes depends to some extent on the programme design. 
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It is undeniable that the business world is changing significantly each day. According 
to Gereffi and Wyman (2014:2), the advancements in technology and the growing 
customer expectations means that the current standard customer loyalty schemes 
which are based on transactional rewards will soon be recognised for what they are, 
which is undifferentiated, underutilised and loss makers. Gereffi and Wyman (2014:2) 
argue that often businesses justify the cost of loyalty programmes by the data it 
generates, which is then used for decision making and sometimes sold to other 
parties. However, the additional benefits often do not justify the investment in the 
scheme (Gereffi & Wyman, 2014:2). 
2.3 The future of customer loyalty 
The nature of the business environment is increasingly demanding that businesses 
offer differentiated products and services. With the advancements in technology and 
high customer expectations, the standard customer loyalty programmes that are ran 
by businesses based on transactional rewards will soon be underutilized and viewed 
as undifferentiated and loss-makers by the customers (Gereffi & Wyman, 2014:2). 
Most businesses engage in loyalty programmes as a means of yielding data that can 
be used for decision making, sold to suppliers and which can also be used to develop 
target campaigns (Gereffi & Wyman, 2014:2). 
There is a definite case for change in the loyalty space for those businesses that want 
to succeed. Retailers need to understand that there are new competitors that are 
disrupting the market and are challenging the status quo. As a result, they must 
understand that customer expectations are changing, they want different offerings 
from their loyalty schemes (Gereffi & Wyman, 2014:2). Retailers must acknowledge 
that when the right technology is used in the right way, it can help them in meeting 
customer needs in new and innovative ways. Other suggestions include a flexible 
approach to technology, whereby the retailer owns the overall loyalty ecosystem but 
not necessarily every aspect within it, also a start-up mindset that will enable long term 
investment in the loyalty proposition (Gereffi & Wyman, 2014:2). 
As mentioned previously, new competitors are disrupting the market place, which 
means there is more pressure for retailers to find new ways to stay close to their 
customers in an environment where new entrants are working towards creating their 
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own relationships with the same customers. According to Gereffi and Wyman) 2015:2), 
online retailers, manufacturers which sell directly to consumers and payment providers 
are all fighting towards creating direct customer relationships.  
To ensure that customer loyalty does not decrease over time as new joiners enter the 
market. Customers are not just looking to earn more rewards, but they want a different 
relationship with the businesses they choose to interact with.  As a result, loyalty 
offerings are changing from transaction-based contacts between the retailers and 
customers towards an ongoing long-term relationship (Gereffi & Wyman, 2014:3).  
Once businesses can create powerful relationships with their customers, customers 
are willing to share more detailed and intimate data of their habits, if they are getting 
useful products and services in return (Gereffi & Wyman, 2014:3). For retailers, this 
means an increase in the number of customer touch points, which will in turn boost 
customer loyalty today and can be monetized in the future (Gereffi & Wyman, 2014:3). 
Technological advances are inevitable and they are increasingly changing the loyalty 
space. In the past customers would typically have a plastic card scanned on payment, 
rewards would then be received later through the post or by email as coupons (Gereffi 
& Wyman, 2014:4). Nowadays smartphones and other technologies have changed the 
business environment because customers are more connected, merging both the 
physical and online worlds.   
Technology has also created a two-way communication with customers in the form of 
social media. Customers are now able to use social media to complain, with the 
expectations that their issues will be resolved through the same channels (Gereffi & 
Wyman, 2014:5). This then gives customers more control when it comes to their 
interaction with loyalty services. 
As previously mentioned, it has been quite a journey getting loyalty programmes to 
where they currently are, there has been significant work that has been down to ensure 
that these programmes are readily available for use by consumers. Figure 2.1 shows 
the journey of loyalty programmes, what it looked like over a decade ago, what it looks 
like currently as well as how the future of loyalty might look like. 
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Figure 2.1 Loyalty programme journey (Source: Gereffi & Wyman, 2014:5) 
Figure 2.1 demonstrates that as the business environment continues to evolve, the 
nature of the loyalty programmes offered by businesses will also change. Loyalty 
programmes today look completely different from what it was 15-20 years ago and 
these differences are expected to continue as we move forward due to advancements 
in technology and other factors. 
2.4 Consumer loyalty behaviour in South Africa 
The South African market is highly involved in loyalty programmes and because of 
this, on average customers tend to stay with businesses for several years. According 
to Norfolk and Camp (2015:649), about 57% of South Africans on average will stay 
committed to a service provider for at least three years before they consider switching, 
this is mostly seen in the banking industries. Other industries that have showed a high 
customer retention are the supermarkets, clothing shops and mobile phone 
businesses (Norfolk & Camp, 2015:649). 
Furthermore, it is suggested that only seven percent of South Africans switch service 
providers after being with them for less than a year. According to IIA and SAS Institute 
(2014:1), the past decade has introduced significant changes and challenges for 
businesses. Customers are more informed, they have several options and a great level 
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of expectations IIA and SAS Institute (2014:1). The increase in the number of loyalty 
programmes is a clear attempt by businesses to retain current customers, while trying 
to attract new customers.  
Furthermore, it is suggested that although retaining the best customers is the top 
priority of loyalty programmes amongst most businesses, only 56 percent of these 
businesses use a customer retention rate metric to measure loyalty programme 
success and only twenty seven percent measure customer lifetime value (IIA and SAS 
Institute, 2014:1). According to a recent study conducted by KPMG, 60 percent of the 
respondents revealed that they would pay a slightly higher price for goods to earn 
loyalty points.  
Seventy four percent of the respondents expressed that they would go out of their way 
to shop at a store where they know that they can earn loyalty points and 80 percent of 
customers expressed that they get very excited when they find new ways to earn 
loyalty points (KPMG, 2016). The study also revealed some of the challenges that 
consumers face in terms of their loyalty schemes, about 38 percent of the consumers 
said that their most common issues were: 1. In terms of redeeming the points, 2. 
Understanding how much a reward was earned, 3. Getting credit for a purchase and 
4. Accurate points balance (KPMG, 2016). 
From the study that was conducted by KPMG (2016), 90 percent of millennials who 
were surveyed belong to at least one loyalty programme. These millennials expressed 
that they were more likely to participate in loyalty programmes that were linked to 
departmental stores, grocery stores, restaurants, food delivery, entertainment and 
gym and health care (KPMG, 2016). As much as there is great participation in the 
loyalty space from the South African market, Nielsen (2016:6) argues that flexibility is 
the future for loyalty programmes.  
The South African consumers are increasingly seeking flexibility and they are 
constantly looking for avenues where they can be able to earn rewards regardless of 
whether a purchase was made online or in-store (Nielsen, 2016:6). It is further 
suggested that the high rate of loyalty participation in South Africa can be linked to a 
long history of loyalty programmes in the country and high penetrations within the 
market (Nielsen, 2016:6). 
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South Africa is also said to have the highest usage of physical cards in the world, with 
a total usage of 82 percent (Nielsen, 2016:10). South Africa is also ranked highest in 
the African region in terms on the value that is placed on monetary rewards. Nearly 
seven in 10 South African loyalty programme participants view rebates or cash (69%) 
or product discounts (67%) as their top loyalty programme incentive. Norfolk 
(2015:653) reports that 29 percent of South African adults say they are loyal to brands 
because they love the product or service offering, while 27 percent are loyal because 
the company understands their needs as an individual. 
It is evident that more and more South Africans are engaging in loyalty programmes, 
with a growth of 13 percent amongst the younger generation (under 25 years old), with 
a household income of R20 000 (Supermarket & Retailer, 2016:6). This demonstrates 
that loyalty programme usage in the younger segment is growing at double the 
average growth rate across all ages. Supermarket & Retailer (2016:6) reports that a 
study conducted in 2016 revealed that 60 percent of all consumers under the age of 
25 were using loyalty programmes in 2016. South African is a relatively young nation, 
with around 66 percent of the population below the age of 35, this then means that 
brands and businesses would need to take into consideration the unique wants and 
needs of this population (Supermarket & Retailer, 2016:6). 
2.5 Loyalty landscape around the world 
Loyalty programmes have played a critical role in retailers’ marketing and sales 
engagement strategies and efforts. The aim of loyalty programmes is to keep 
customers engaged and to drive ongoing foot traffic into store locations (Accenture, 
2017:3). The study conducted by Accenture (2017:3) reveals that although many 
customers may be registering for more loyalty programmes, their overall engagement 
with these programmes is plummeting. It is suggested that many retailers are 
struggling to create loyalty programmes that truly resonate with today’s increasingly 
knowledgeable customers (Accenture, 2017:3). 
Nielsen (2016) conducted a study which involved several countries as an attempt to 
understand whether loyalty programmes can drive more frequent visits and greater 
purchasing.  According to the study conducted by Nielsen (2016:2), more than seven 
out of ten global respondents (72%) agree that they often buy from retailers that offer 
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a loyalty incentive over one without. Furthermore, 51% of these respondents claimed 
that product discounts among their three most valued loyalty programme benefits, 
followed by monetary rewards in the form of cash backs or rebates, which is at 45% 
(Nielsen, 2016:2). 
Nielsen (2016:3) also revealed that although monetary rewards are common and 
important across countries, non-monetary rewards are said to resonate more in 
African/Middle Eastern countries than they do globally (Nielsen, 2016:2). Some 
examples include the recognition as a valued customer, which is dominantly used in 
Morocco, Egypt and Pakistan (Nielsen, 2016:2). Countries such as Morocco and Egypt 
are also known to offer charitable donations as part of their non-monetary rewards 
(Nielsen, 2016:2). 
2.5.1 Challenges in the global loyalty land scape 
Despite the large global participation in loyalty schemes, there are also several 
challenges that each country and each brand experiences. According to a study by 
Acando (2017:5), some of the shared challenges that are presented by loyalty 
programmes include the lack of loyalty strategy and organisational alignment, 
inefficient tools and working methods, uncertain profitability and mercenary loyalty. 
These are some of the factors that are shared by most countries and most brands in 
terms of the implementation of their loyalty strategies. To create a successful loyalty 
programme, it is of immense importance that retailers and brands address the above 
issues and challenges. 
For any loyalty programme to be a success, the programme needs to be aligned with 
the overall business strategy and it must have a clear purpose. Acando (2017:5) 
argues that only 35% of the businesses that participated in the survey had a clear and 
well adopted loyalty strategy, whilst the others admitted to having a lack of resources 
and attention from management. Furthermore, Acando (2017:5) suggests that many 
businesses fail to focus their attention on operational management of the programme 
such as campaigns and events, leading to a misalignment in the strategic and 
organisational priorities of the businesses. 
The second challenge for most brands is having inefficient tools and working methods. 
Many customers have shifted towards online shopping, however, most of the loyalty 
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programmes offered by businesses are only valid for in-store purchases. According to 
Acando (2017:22), digitalisation presents businesses with the possibility to become 
more relevant for the customers and have an end-to-end both in-store and online 
customer experience. For any of this to be a success, businesses must be able to 
update, follow digital evolution and be able to analyse the data they gather in an 
effective way (Acando, 2017:22). 
The third challenge that most brands experience is in terms of the profitability issue 
with point-based systems. According to the study by Acando (2017), members of 
loyalty schemes usually receive between 1-5% of their spend in bonus. This implies 
that members must spend more money compared to regular customers to generate 
the same profit. Acando (2017) argues that with the profitability margins being 
relatively low within the retail sector, the extra spend that is required can sometimes 
be much higher for the members than it is for regular customers. Brands must ensure 
that they are able to offer secluded and special pre-sale for members, this will help to 
relieve anxiety and create several emotional benefits (Acando, 2017:18). 
2.5.2 Addressing the loyalty programmes challenges 
For any loyalty programme to be a success, there must be a level of differentiation 
between and across the different loyalty schemes. Based on the study by Accenture 
(2017:8), retailers and brands can implement the following best practices to create 
more compelling and relevant loyalty programmes: 
• Make the programme and its perks easy to understand 
• Balance hard and soft benefits 
• Turn employees into programme evangelists 
• Embrace gamification and visualization 
• Drive ongoing participation 
Making the programme and its perks easy to understand is very important in today’s 
business environment. According to Accenture (2017:8), 57% of loyalty participants 
join the programmes simply to try and save money, while only 38% join to receive 
rewards. Because of this, it is of utmost importance that retailers make the value of 
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their programmes clear to all their customers, this will assist in ensuring that the loyalty 
scheme stands out in the eyes of the customers (Accenture, 2017:8).  
A balance between hard and soft benefits is also very essential. According to 
Accenture (2017), for any loyalty programme to be successful, it must have both hard 
and soft benefits. Hard benefits include all monetary oriented benefits such as 
discounts, coupons and cost savings (Accenture, 2017). Many businesses that have 
some form of loyalty programme often offer customers benefits such as discounts 
when they join the programme. Soft benefits on the other hand are defined as being 
more experiential, exclusive opportunities not given to everyone, first access to new 
collections and VIP invitations to events (Accenture, 2017).  
Leder (2019) suggests that businesses can also provide programmes that allow 
customers to bid on unique rewards such as a bid on a posh event, a holiday trip, or 
any luxurious gift. This will ensure that customers remain engaged and they may find 
the loyalty programme as something memorable due to the uniqueness of the rewards. 
Consumers value being part of an exclusive community, which is why VIP events can 
assist in improving a brand’s loyalty programme. 
However, businesses must be strategic in terms of how they incorporate both the 
benefits to attract customers and help when they need it most. Turning employees into 
programme evangelists is one of the moment essential elements of a success loyalty 
programme. Accenture (2017) suggests that the more your employees are involved in 
the programme the more equipped they will be to communicate all benefits associated 
with the programme to the business customers. This is because they will also have 
gained first-hand experience of the benefits. 
The growth in digitisation and social networking has led to the growth in the numbers 
of customers that embrace gamification and visualisation (Accenture, 2017). 
Gamification and visualisation is described as leader boards, badges and progress 
bars which customers can use as a means of assessing how much points they have 
collected within the specific period, this then allows customers to identify how close 
they are to redeeming their next rewards (Accenture, 2017).  
This then creates a robust incentive for these customers to make additional purchases. 
Gamification is a crucial factor to consider as other customer do not engage in loyalty 
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programmes to earn points, but to have fun with the brands (Leder, 2019). Leder 
(2019) reports that businesses are increasingly offering loyalty rewards to customers 
who share their product or brand news on social media. This technique does not only 
allow for loyal customers to make brand recommendations but can also reach the 
masses and lead to the acquisition of new customers (Leder, 2019).  
Loyalty is about making emotional connections with customers, public acknowledge, 
or recognition can be a powerful way to create a link to loyal members. Participation 
is one of the best driving forces for any loyalty programmes, if there is no participation 
then it means there is no programme. Many businesses tend to focus on winning over 
customers who sign up for the loyalty programmes, however, only few can retain these 
customers and ensure that they engage with customer (Accenture, 2017).  
Today’s customers base their product and brand decisions on options from peers and 
business can motivate their customers through loyalty programmes to write online 
reviews providing feedback about their experience with the brands (Leder, 2019). 
Businesses can also use the soft and hard benefits as a means of keeping customers 
engaged, these can assist in providing a unique browsing and buying journey for 
customers. 
2.6 Customer relationship management in loyalty programmes 
Customer relationship management (CRM), also known as relationship marketing, has 
become one of the most fundamental concepts in business marketing (Xie & Chen, 
2013:187). Business organisations are implementing customer relationship 
management to reach and connect with customers in the highly saturated business 
environment, using products, advertisement and promotion (Krishnan et al., 
2014:162).  
Customer relationship management (CRM) is defined by Krishnan et al. (2014:162) as 
an effective approach for collecting, analysing and translating valuable customer 
information into managerial action. Schilke et al., (2009:25) argue that CRM begins 
with the basic premise that businesses view customers as manageable strategic 
assets of the firm. According to Xie and Chen (2013:188), loyalty programmes usually 
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leads to the following, the acquisition of new customers; customer engagement; deal 
seekers; inactive customers; switchers; and customer retention.  
Omar et al. (2015:43) argue that only those businesses that can successfully 
implement CRM and customer focus programmes will eventually receive rewards in 
the form of customer loyalty, satisfied customers and subsequently lead to long run 
profitability due to customer retention. One of the most critical goals of a loyalty 
programme is to achieve higher levels of customer retention, mainly in profitable 
segments, through increased value to certain customers and satisfaction (Omar, 
Ramly et al., 2015:148).  
Customers are the central focus when it comes to CRM, hence the main goal of CRM 
is to deal with customers’ concerns. According to Faed et al. (2014:33), the purpose 
of implementing a CRM system is to help gain relevant information about customers 
which will help implement a CRM strategy that will increase customer satisfaction. 
Attaining customers is fundamental to the success of any business, however, retaining 
these customers is much more important. 
2.7 Customer value proposition 
Nowadays almost every loyalty programme offered by an organisation must have 
some form of value proposition that they offer to their customers. The concept of value 
creation has gained significant recognition globally in recent years in the fields of 
marketing and innovation management (Martinez, 2014:134). As a result, many 
businesses are also increasingly identifying the significance of incorporating their 
customers when coming up with their consumer value proposition.  
Value proposition is described by Frow et al. (2014:329) in terms of a firm’s positioning, 
highlighting favourable points of difference and determining promises of delivered 
value.  According to Kyguoliene et al. (2017:101), the differentiating factor for any 
loyalty programme is the value proposition as it sets out the benefits that the customer 
will receive as being a member of the programme. 
Skålén et al. (2015:142) defined value proposition as a precise statement of the 
benefits, which are both tangible and intangible that the company will offer, along with 
the approximate price that the customer will be charged for it. Chandler and Lusch 
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(2015:7) argue that to achieve a competitive value proposition, businesses must 
ensure that the crafting of a value proposition considers customer’s wants and needs. 
Furthermore, businesses can no longer restrict their activities to only making the value 
proposition, they can also engage themselves in customer’s value fulfilment as well. 
identifying customer’s perceived benefits becomes critical to satisfying customers and 
can lead to greater loyalty to the programme and he company (Kyguoliene et al., 
2017:101). 
2.8 The model of loyalty programme effectiveness 
Despite several studies on loyalty programmes such as The Truth Loyalty Whitepaper 
2016 & 2017, the future of customer loyalty programmes (Gereffi & Wyman, 2015) and 
Nielsen (2016), there is still a lack of evidence with regards to loyalty programmes 
effectiveness in strengthening customer loyalty in South Africa’s Service Stations. As 
a result, McCall and Voorhees (2010:37) conducted a study which aimed at assessing 
the potential drivers of loyalty programme effectiveness. Figure 2.2 shows three 
factors that have a direct impact on loyalty programme effectiveness and the possible 
outcomes of these factors. 
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Figure 2.2 An effective loyalty programme (Source: McCall & Voorhees, 2010:37) 
 
Based on Figure 2.2, there are three main categories that drive loyalty effectiveness, 
namely the structure of the loyalty programme, the structure of the rewards and the 
customer factors. As an assumption, for Service Stations to come up with effective 
loyalty schemes, they must be able to tie the structure of their loyalty programmes and 
loyalty rewards to the customer factors. This can be partly achieved by co-creating 
these loyalty programme offering with customers to ensure customer-programme fit. 
This study draws on the theoretical framework based on the research by McCall and 
Voorhees (2010:37) which subscribes to the following principles as briefly discussed 
Structure of Loyalty Programme 
• Program Tiers 
o Number of Tiers   
o Tier Transitions 
Structure of Rewards 
• Reward Type 
• Reward Magnitude 
• Reward Frequency 
• Reward Framing 
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below. Although the model provides guidelines to effective loyalty programmes, this 
study will use an inductive analysis to extract themes from the data. 
2.8.1 Structure of a loyalty programme 
For any programme to be a success, there must be a structure which is put in place 
to serve as the basis for running the programme. According to McCall and Voorhees 
(2010:37), there should always be a structure in loyalty programmes. This structure 
should shift all initial investments of the programmes from the consumer to the firm 
from the offset. Furthermore, it is suggested that tiered rewards programmes are 
commonly used amongst customer loyalty programmes.  
The 80-20 principle is often used, which basically suggest that a fewer proportion of a 
firm’s customers are responsible for the largest contribution to the firm (McCall & 
Voorhees, 2010:37). This then places emphasis on the need to have loyalty 
programmes structures and rewards structures to ensure that those customers that 
contribute more to the firm are effectively targeted. As a result, this study aims to 
identify if having a loyalty structure in place assist in delivering an efficient loyalty 
programme and whether it can lead to customer retention as proposed in Figure 2.2 
(McCall & Voorhees, 2010:37). 
Several studies have also focused on the impact that a loyalty programme structure 
has on customers. Xie and Chen (2013:183) argue that most of the cost associated 
with a loyalty programme lies in the initial phases of the programme. According to Xie 
and Chen (2013:183), there is a significant cost associated with the acquisition of new 
customers due to the rapidly changing business environment.  
As a result, service providers must ensure that once they have acquired customers, 
they must ensure that they are able to continuously fund the programme, maintain and 
update the customer database, provide marketing campaigns and increase their 
overall distribution coverage (Xie & Chen, 2013:183). The structure of a loyalty 
programme can also be explained in terms of the number of tiers and tier transition.  It 
is important for loyalty programmes to offer different tiers and the ability to transition 
from one tier to the next. Based on McCall and Voorhees’s study (2010:37), tiers 
provide customers with a sense of identity as they understand which tier group they 
belong to. Furthermore, customers can form relationships with other customers who 
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belong to the same tier group as them. As a result, customers tend to be more 
committed as to the programme and the firm (McCall & Voorhees, 2010:38). 
In addition to having tiers, it is advisable for loyalty programmes to also offer tier 
transitions. Tier transitions are defined by McCall and Voorhees (2010:43) as the 
ability of a loyalty programme to allow customers to change tiers based on their 
behaviours. This may then allow consumers to change both their frequency and 
magnitude of consumption (McCall & Voorhees, 2010:43). This study will investigate 
whether having loyalty programme tier transition will lead to more consumption as 
consumers strive to advance their tier levels or status. 
2.8.2 Structure of rewards 
In addition to considering how a loyalty programme will function, it is essential for 
marketers to also consider the nature of the actual rewards that they will offer to their 
customers. McCall and Voorhees (2010:47) argue that businesses must invest in 
researching the reward type that will be ideal for their customers, the magnitude of the 
rewards and the frequency of the rewards. This study aims to understand the thought 
process of customers in relation to rewards structure. The aim is to understand 
whether the nature of the rewards has an impact on consumer purchase and 
participation in a loyalty programme scheme. 
Tanford (2013:286) suggests that rewards such as the tiered rewards are normally 
used in hotel loyalty programmes. Furthermore, Tanford (2013:286) argues that these 
tiers are usually the most effective as they build a sense of identity and belonging for 
customers, which in turn leads to brand commitment. Another benefit outlined by 
Tanford (2013:286) is that reward tiers provide customers with superior tier levels 
feelings of status in comparison to others within the lower levels of the tiers. 
Henderson, Steinhoff and Palmatier (2014) report that rewards must be made visible 
to by-standers and the target customers. This will be beneficial to a loyalty programme 
as it will create a perception of status among both the target markets and the 
bystanders. Customers are often delighted by rewards as they view them as an 
additional currency that can be used to make further purchase (McCall & Voorhees, 
2010:47). This means that the frequency and magnitude of the rewards programme 
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has a direct impact on customer’s attitudes and participation within the loyalty 
programme.  
McCall and Voorhees (2010:47) also report that marketers must have a way of framing 
their reward programmes using smart communication efforts. This also means that 
businesses must be able to demonstrate to consumers that a reward programme is 
an additional perk to the customer, this will help in managing customer expectations 
and ensure customers that they are the beneficiary in the relationship (McCall & 
Voorhees, 2010:47). 
2.8.3 Customer factors 
Customers are at the centre of any loyalty programme; they are the reason why these 
programmes are put in place. This then means that marketers must always think of all 
the customer-related factors when implementing a loyalty programme. According to 
McCall and Voorhees (2010:47), marketers must always consider how the programme 
will fit with the customer needs and desires, how the reward programme will drive 
commitment behaviours, as well as the individual differences in consumer purchasing 
behaviour. It is good having a loyalty programme in place. However, if consumers 
cannot see and identify with the offered benefits, then the programme becomes an 
absolute failure.  
Marketers’ role is to always encourage consumers to frequently consume their 
products and services. Loyalty programmes are also put in place, so they can 
encourage frequent purchase and consumption to customers. This suggests that there 
needs to be a perfect fit between customer needs and desires in relation to the offered 
rewards. This may encourage customers to interact with the brand and programme 
quite often, resulting in the creation of a sense of community among members of the 
brand (McCall & Voorhees, 2010:50). In this regard, it would be essential for marketers 
to know and understand the incentives that will be most effective in establishing a 
sense of community and belonging. 
Kandampully, Zhang and Bilgihan (2015:383) argue that to create loyal customers, 
marketers must be able to first create a sense of commitment between the firm and its 
customers. This means that the more a firm is committed to nurturing its customer 
relationship, the better the chances of the customer becoming loyal to the firm over 
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time. Customer participation must be at the core of a loyalty programme, since the 
more customers participate and become a part of the process, the more open they 
become to sharing credit and blame with the firm (Kandampully et al., 2015:344). 
2.9 Conclusion 
Loyalty programme usage is still on the rise in South Africa. According to the Truth 
Loyalty Whitepaper (2017:5), the overall loyalty programme usage in South Africa has 
increased by eight percent between 2016 and 2017, making the percentage of 
consumers using loyalty programmes 79 percent. The number of customers not using 
loyalty has decreased significantly from 29 percent to 21 percent, leading to the eight 
percent increase in loyalty usage (Loyalty Whitepaper, 2017:5). This indicates that the 
overall engagement with the loyalty programmes is on the rise. 
The biggest challenge then falls into businesses to try and ensure that the value 
proposition offered by their loyalty programmes are attractive enough to retain existing 
customers and attract new users. Businesses often launch their loyalty programme as 
a means of attracting new customers, however, forgetting to focus on the long-term 
customer experience (Loyalty White Paper, 2017:6). While the acquisition strategies 
may continue to drive the number of people that use loyalty programmes, the only 
thing that will encourage existing customers to use loyalty programmes more is 
customer engagement. 
The Loyalty Whitepaper (2017:7) reveals that customer will continue to sign up to more 
loyalty programmes if the deal offered is good, but they will only continue to engage if 
the value proposition is attractive in the long-term. This chapter revealed that one of 
the key measures of success in the loyalty space is demonstrated by the level of 
engagement, several successful loyalty businesses have outlined that they were only 
successful because they managed to create a highly engaged membership base. For 
customer loyalty initiatives to strive, customers need to be reminded of the value that 
businesses are offering and the benefits they are eligible to receive. 
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Chapter 3: Research Methodology 
3.1 Introduction 
The previous chapter focused on loyalty programmes and its impact on customer 
loyalty. This chapter mainly focuses on the research methodology and design that was 
used to conduct the study. 
The starting point for this chapter is explaining the research process. As an 
introduction to the research process, the term “research” will be defined. The research 
process and concepts will be explained using the “research onion” which was initially 
introduced by Saunders (2011:40). The research process will assist in providing a 
roadmap to achieving the objectives of the study. All the concepts of the research 
process will be explained in detail as each layer of the onion gets peeled. 
Some of the concepts that will be discussed under the research process are, the 
research design, the research methodology, the sampling frame and strategy, data 
collection, data analysis and ethical consideration. Each of the mentioned concepts 
will be defined and explained further. The qualitative research design will be used to 
conduct the study to be able to answer the research questions. Furthermore, the 
contrasts between qualitative and quantitative research will be provided to assist in 
substantiating the reasons for choosing this technique over the other for this study. 
Firstly, two concepts need to be clarified in order to clear any confusion which may be 
associated with their usage, these concepts are research design and research 
methodology. It is appropriate to firstly answer the question “What is research?” 
3.2 The research process 
There have been several definitions that have been presented over the years for the 
term ‘research’. One of the earliest definitions of research was first introduced by the 
Oxford Advanced Learners’ Dictionary of Current English in 1986 which referred to the 
term research as “systematic investigation undertaken to discover new facts, get 
additional information”. Saunders et al. (2011) define research as something that 
people undertake to find out new things in a systematic way, thereby increasing their 
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knowledge. For the purpose of this study, research can be defined as a method of 
collecting data for the purpose of understanding consumer behaviour in relation to 
loyalty programmes, and how that behaviour can be translated into a longer-term 
relationship between businesses and customers. 
Once the research problem has been identified, the researcher then must identify the 
most appropriate method to approach the identified problem. To provide direction for 
this study, the research process (onion) which was proposed by Saunders et al. 
(2011:83) was adopted. The onion illustrates the steps followed by researchers during 
the research process (See Figure 3.1). 
Figure 3.1 illustrates the different concepts under the research methodology basket. 
Each layer presented in the illustration plays a significant role in this process. 
 
 
 
Figure 3.1 The research process (Source: Mayer, 2015:53) 
 
The research process onion provides a summary of all relevant issues which must be 
considered and reviewed before undertaking research.  
3.3 Research design 
Research design is defined by Creswell and Creswell (2017:14) as a plan for the study 
which provides an overall framework for the data collection. Lewis (2015:472) defines 
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it as a plan for the selection of subjects, research sites and data collection measures 
to answer the relevant research questions. Durrheim (2010:29) further suggests the 
goal of a sound research design is to provide credible results. Research design is 
supposed to serve as a bridge between the research questions and the execution or 
the implementation of the research strategy (Durrheim, 2010:29). 
The research design process in qualitative research is defined by Creswell (2013:15) 
as a process that begins with a philosophical assumption that the inquirer makes. 
Furthermore, researchers bring their own worldviews, paradigms, or sets of beliefs to 
the research project and these inform the conduct and writing of the qualitative study. 
In addition, the research uses interpretive and theoretical frameworks to further shape 
the study (Creswell, 2013:15). 
According to Renko, Vignali, Palic, Hallier, Stanton and Radder (2015:98), research 
design is the framework used to carry out the study in an efficient manner. The study 
can be exploratory, descriptive or casual in nature (Renko et al., 2015:98). This study 
is explorative in nature and the aim of an exploratory study is to conduct a problem 
analysis, evaluate alternatives or uncover new ideas. Descriptive research, on the 
other hand, intends to identify characteristics, behaviours and patterns. For these two 
designs, research questions need to be transferred to propositions, derived from 
evidence and literature (Palic et al., 2015:101). Casual research design intends to 
unravel cause and effect relationships between the study objects (Palic et al., 
2015:102). 
3.4 Research methodology 
This study will follow the step-by step model as proposed by Mayring (2014:10). The 
model focuses on the research process which can be applied in both qualitative and 
quantitative research (Mayring, 2014:9). 
Table 3.1 Step-by-step model of the research process 
STEP 1: Context of the study (Research questions and objectives) 
STEP 2: Research design (Research approach, exploratory approach, inductive 
reasoning) 
 37 
 
STEP 3: Sampling frame and sampling strategy 
STEP 4: Data collection (Questionnaires, reliability and validity) 
STEP 5: Data analysis (Procedure of study) 
STEP 6: Ethical consideration  
Source: Mayring (2014:15) 
3.4.1 Step 1: Context of the study (research questions and objectives) 
Both the global and local business markets have been disrupted significantly by the 
boom in the number of loyalty schemes participants. The large numbers of new 
entrance in the business markets are demanding more and challenging the current 
offers that businesses provide (Gereffi & Wyman, 2014:3). Furthermore, Gereffi and 
Wyman (2014:30) argue that the customer expectations have also evolved over the 
years, more customers are seeking value for money, they are also increasingly 
demanding loyalty offers that make financial sense to them and provide better 
incentive. 
The increase in the use of technology also means that businesses must be flexible 
enough to change and adapt to the new needs of customers. Gereffi and Wyman 
(2014:4) suggest that having the right technology can help businesses attract and 
retain loyal customers. According to Norfolk and Camp (2015:649), about 57% of 
South Africans on average will stay committed to a service provider for at least three 
years before they consider switching, this is mostly seen in the banking industries. 
Other industries that have showed a high customer retention are the supermarkets, 
clothing shops and mobile phone businesses (Norfolk & Camp, 2015:649). 
Furthermore, it is suggested that only 7% of South Africans switch service providers 
after being with them for less than a year. 
According to Tumele (2015:68), the research question demonstrates the aim of the 
study and can be best derived from several systematic literature reviews and 
experiences. Tumele (2015:68) further outlines that it is important to be very specific 
in the questions, as this will determine the development of the research, such as data 
collection.  
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Svensson (2012:552) and Hemmings and Hollows (2017) suggest that a good 
research question should have the following: 
• Manageable: the research should be realistic about the scope of work required 
to answer the research question. The research should also be able to have 
access to information or data sources needed to answer the research question. 
• The question should be relevant: when deciding on the audience for the study, 
it should be relevant to the question that the research aims to answer. The 
research must ensure that they develop a clear purpose of the research in 
relation to the chosen field.  This will then increase the likelihood of the study 
being published in credible and relevant industry or academic journals. 
• The question should be original and substantial: the question should be able to 
address a gap identified by the research in the chosen field of study. This 
question must be able to stand out and address an area that was previously not 
addressed. 
• Simple and clear: a simple and clear research question will eliminate any 
misunderstandings or confusion. Which is why it is important for the research 
question to be short and precise. This will make it easier for respondents to 
clearly understand the question and respond accordingly. 
• Research question must be interesting and intriguing: an interesting research 
question will generate several readers within the relevant fields if study or 
industry. It is will also make it easier for the researcher to complete the study. 
 
This study investigated the impact of loyalty programmes on customer retention within 
the South African retail sector, specifically the oil and gas retail sites, focusing on 
customer satisfaction and customer retention. The collected data will assist in 
identifying the effectiveness of loyalty programmes within this sector. Furthermore, it 
will also assist in shaping and identifying the key components required to deliver a 
competitive value proposition. The questions that were asked in this study were 
formulated to give insight into the effectiveness of loyalty programmes and to identify 
the hindrances faced by marketers in building and retaining loyalty. The context of this 
study is also explained in Chapters 1 and 2. 
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This study aims to give insight into the effectiveness of loyalty programmes and 
identifies the challenges faced by marketers in building loyalty and retention. The main 
research question is “What is the effectiveness of loyalty programmes on customer 
retention?  
The research objectives are the following: 
1. To explore the relationship between the structure of the loyalty programme with 
special reference to the tier structure and the effectiveness of the loyalty programme.  
2. To explore the relationship between the structure of the loyalty rewards and the 
effectiveness of the loyalty programme. 
3. To explore the relationship of the customer factors and the effectiveness of the 
loyalty programme.  
3.4.2 Step 2: Research design  
The qualitative research design process is initiated by philosophical assumptions that 
the researcher makes in deciding to undertake the study (Lewis, 2015:475). According 
to Lewis (2015:475), making these assumptions is important in writing the study as it 
provides awareness of the factors that may influence the conduct of inquiry. Exploring 
the different opinions and perspectives of Service Station customers in Gauteng South 
Africa assisted in generating the relevant answers to the research questions. The use 
of an exploratory approach provided a perspective on the relationship between loyalty 
programmes and customer purchasing behaviour from the customer’s view point in 
the oil and gas industry. 
According to Tumele (2015:76), qualitative research can be conducted by using 
several techniques such as observation, unstructured or semi-structured interviews, 
group interviews, collection of documentary materials, and case studies. Ritchie, 
Lewis, Nicholls and Ormston (2013:27) suggest that some of the best features of 
qualitative research are its ability to display the phenomena as experienced by the 
larger population, the ability to unpack issues and provide in detail how issues are best 
understood by those who are associated with them. 
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According to Bryman and Bell (2011:33), the decision to follow either quantitative or 
qualitative research approach depends on the research’s grounded beliefs. Table 3.1 
shows the main differences between qualitative and quantitative research which were 
established by Bryman and Bell (2011:33). 
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Table 3.2 Difference between qualitative and quantitative research 
Qualitative research Quantitative research 
Words Numbers 
Points of view of participants Point of view of researcher 
Researcher close Researcher distant 
Theory emergent Theory testing 
Process Static 
Unstructured Structured 
Contextual understanding Generalisation 
Rich, deep data Hard, reliable data 
Micro Macro 
Meaning Behaviour 
Natural settings Artificial settings 
The aim is to classify features, count 
them and construct statistical models 
to explain what is observed  
The aim is a complete, detailed 
description  
The researcher knows clearly in 
advance what he/she is looking for  
The researcher may only know 
roughly in advance what he/she is 
looking for  
Recommended during latter phases of 
research projects  
Recommended during earlier phases 
of research projects  
All aspects of the study are carefully 
designed before data is collected  
The design emerges as the study 
unfolds  
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The researcher uses tools such as 
questionnaires or equipment to collect 
numerical data  
The researcher is the data gathering 
instrument  
Data are in the form of numbers and 
statistics  
Data are in the form of words, pictures 
or objects  
Objective – seeks precise 
measurement and analysis of target 
concepts, e.g. uses surveys, 
questionnaires etc.  
Subjective – individuals ‘interpretation 
of events is important, e.g. uses 
participant observation, in-depth 
interviews etc.  
Quantitative data are more efficient, 
able to test hypotheses, but may miss 
contextual detail  
Qualitative data are more rich, time 
consuming and less able to be 
generalized  
The researcher tends to remain 
objectively separated from the subject 
matter  
The researcher tends to become 
subjectively immersed in the subject 
matter  
Source: Bryman & Bell (2011:41) 
From Table 3.2, it is evident that qualitative research is mainly structured by the 
concerns of the population, while quantitative research is structured by the concerns 
of the researcher (Tumele, 2015:76). Since the involvement of the researcher is 
extensive in qualitative research, one can better understand the point of view of the 
subject of study.  
There are six stages of research that have been prominently used in qualitative 
research, and these stages are outlined in Figure 3.2. According to Bryman and Bell 
(2011:41),Tumele (2015:7) and Wise (2017:485), the six main stages of qualitative 
research assist in shaping and guiding the study from the initial stages of the research 
until the completion of a study. 
 
1. General research questions 1. General research questions 
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Figure 3.2 Six stages of qualitative research (Source: Tumele, 2015:487) 
According to Tumele (2015:77), the first step to conducting a qualitative research is 
formulating one or more research questions, thereafter selecting subjects. Wise 
(2017:485) further suggests that the research problem and questions can be 
formulated from identifying gaps or deficiencies from other studies which the research 
will attempt to answer.  
After subjects have been selected, the process of collecting data starts (Wise, 
2017:485).  The stage that follows data collection is the interpretation of this data. 
According to Tumele (2015:75) data interpretation leads to conceptual and theoretical 
work, which then leads to the creation of tighter specification of the research questions. 
After all relevant and required data has been collected, the researcher can then 
consolidate all the findings and write up a conclusion (Wise, 2017:485). 
3.4.2.1 Purpose of inquiry 
According to Van Wyk (2017:216), the research design also reflects the purpose of 
the inquiry, which can be characterised as one of the following: 
• Exploration 
• Description 
• Explanation 
• Prediction 
• Evaluation 
4. Interpretation of data 
5. Conceptual and theoretical 
2. Selecting relevant site(s) and subjects 
6. Writing up findings/conclusions 
3. Collection of relevant data 
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• History 
 
Exploratory approach 
According to Mokoena (2017:48), when the subject matter of a study contains high 
levels of uncertainty, limited research and when the problem is not well understood, it 
is often appropriate to then use an exploratory approach. Van Wyk (2017:218) also 
explained that the key role of an exploratory study is to uncover additional factors that 
could be relevant to the research problem. Furthermore, it is suggested that 
exploratory research is the most useful and appropriate research design for projects 
that are addressing subjects with high uncertainty and the research problem is not 
clearly understood.  
Exploratory research was deemed the most appropriate for this study as it will assist 
in identifying the boundaries within the Service Station environment, providing detailed 
information regarding the problems, opportunities as well as variables that might exists 
in this environment and which can have an impact on loyalty programmes. The impact 
of loyalty programmes has not been studied more clearly within the petroleum sector. 
For this reason, exploratory study was chosen as it will help establish priorities and 
lead to an improvement of the overall research design (Van Wyk, 2017:220). 
 
3.4.2.2 Direction of reasoning 
There are two directions which a study can take, it can either take the deductive or the 
inductive route.   
Figure 3.3 illustrates the different directions that a research approach can take. 
According to Van Wyk (2017:220), a researcher can either choose to follow deductive 
or inductive reasoning, depending on the aim and objective of the study. 
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Figure 3.3 Direction of reasoning (Source: Van Wyk, 2017:228) 
Based on Figure 3.3 deductive and inductive reasoning are the basic methods to 
scientific research and they have a very strong relationship with each other. According 
to the Figure 3.3, induction is to generalise the conclusion from single or more 
phenomenon based on specific observations, while deduction on the other hand 
applies general theories and principles to reach specific consequences. 
There are more contrasts between the two methods of reasoning which are outlined 
in Table 3.3: 
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Table 3.3 Difference between inductive and deductive reasoning 
Inductive reasoning Deductive reasoning 
Read first (literature review)  
 
Read first (literature review)  
 
Develop an idea (theoretical framework)  
 
Gain experience, participate, listen, 
record experiences & data (ethnographic 
description)  
Go and gather evidence (data collection 
methods)  
 
Describe the theoretical implications of 
what you saw/heard (discussion & theory 
building)  
Test it (findings)  
 
Explain where you were and how you 
went about your task of understanding 
(background to the study)  
Source: Van Wyk (2017:225) 
According to Van Wyk (2017:225) quantitative methods are often associated with 
deductive approaches (based on logic), while qualitative research methods are often 
linked with inductive approaches (based on empirical evidence). Inductive reasoning 
will be used for this study as it aims on undercovering the factors that drive consumers 
in the petrol business to use loyalty programmes. The main reason for using inductive 
approach is because of this study’s contribution to  building new theories, especially 
within a South African context.. Tumele (2015:73) outlines that inductive approach 
allows for new theories to be generated out of data. 
3.4.3 Step 3: Sampling frame and strategy 
3.4.3.1 Participants 
According to Marczyk, DeMatteo and Festinger (2017:50), for any research study that 
involves human participants, the section of the study participants is the most important 
elements of the research study. There are several ways in which research participants 
can be selected for inclusion in a research study. Marczyk et al. (2017:50) suggest 
that the way research participants are selected is determined by factors such as the 
research questions that are being investigated, the research design that is being used, 
the availability of appropriate numbers and types of participants. 
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The participants for this study were chosen based on their ability to possess 
information that could be helpful in answering the research question. Mokoena 
(2017:5) further reports that these participants are not obligated to participate in the 
study because that might skew the data that has been collected. All participants must 
willingly agree to participate in the study. This means that the researcher will need to 
ensure that the selected participants are diverse and represent a multifaceted group 
that reflects the entire population accurately (Mokoena, 2017:23). The participants for 
this study are Gauteng residents that use service station in the province to fill up their 
vehicles and hold a petrol loyalty card.   
3.4.3.2 Sampling method and size 
Based on Kemparaj and Chavan’s research (2013:93), there are no established rules 
for the sample size in qualitative studies. This is because the sample size in these 
studies is based on the informational needs. Furthermore, it is suggested that besides 
selecting a research topic and establishing a suitable research design, no other task 
is more important in establishing a credible research than selecting the correct and 
suitable sample (Marshall, Cardon, Poddar & Fontenot, 2013:11). Some of the key 
components of a sampling method used for a study include the fact that it directly 
affects the degree of opportunities that can uncover more inferences, as well as the 
type of analysis probable and the usefulness of the data collected (Ritchie et al., 
2013:112). 
It is suggested that most qualitative studies tend to use non-probability sampling. This 
is because the participants are deliberately sampled to reflect certain characteristics 
and features of the target population (Mokoena, 2017:50). According to Vehovar, 
Toepoel and Steinmetz (2016:329), non-probability sampling considers all members 
of the population, which is one of the reasons this sampling method was used for this 
study. Baker, Edwards and Doidge (2012:8) report that the sample size for a 
qualitative study can often vary from one to a hundred or more. It ultimately depends 
on the researcher’s availability and the nature of the research problem or question. 
For limited studies, a good sample number to be used is between six and twelve, 
especially when researching hard to access populations (Mokoena, 2017:51). Since 
the research topic is a limited research area in South Africa, the sample size consisted 
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of 12 loyalty card holders from fuel customers in Gauteng. These participants were 
selected across four different Service Stations in Gauteng. The genders in the sample 
size were a mixture of both males and females with no age restrictions imposed. 
The inclusion criteria for the sample are: 
• The participants need to use Service Stations to fill up fuel. 
• The participants need to reside in Gauteng, South Africa. 
• The participant must be a loyalty card holder. 
 
 
3.4.4 Step 4: Data collection 
There are various ways of collecting data in qualitative research. Some of the common 
data collection techniques for qualitative research include descriptive or field 
observations, interview which are often used to obtain descriptive data from 
participants, as well as observations (Taylor, Bogdan & DeVault, 2015:4). The data 
collection technique that was used for this study is semi-structured interviews. This 
technique was chosen as it allows the research to gather more insightful data from the 
selected sample. 
3.4.4.1 Semi-structured interviews 
According to Marczyk et al. (2017:117), a thorough interview is a form of self-report 
which is a relatively simple approach to data collection. Although it is considered 
simple, it often yields significant information, which is why for this study, semi-
structured interviews were used to collect data. Based on findings by Marczyk et al. 
(2017:118), interviews can uncover several content areas, since they are also a 
relatively inexpensive and efficient way to collect a wide range of data which requires 
no formal testing. Doody and Noonan (2013:31) and Mokoena (2017:51) further 
suggest that semi-structured interviews allow the researcher to frame every single 
question in a way that creates a conversational interview style that focuses on the 
topic. 
Semi-structured interviewing allows the researcher and participants to fully engage in 
a dialogue whereby questions are initially asked and further modified during the 
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interview process based on the participant’s responses (Smith, 2015:51). These 
characteristics are what made this data collection technique more appealing for this 
study as it will allow the research the opportunity to further ask more interesting and 
important follow questions that arise during the interview process. With semi-
structured interviews, the researcher will have a set of questions on an interview guide, 
however, the interview will be guided by the schedule rather than dictated by it (Smith, 
2015:58). 
Smith (2015:58) further argues that the following aspects are important in semi-
structured interviews: 
• There is an attempt to establish rapport within the respondents. 
• The ordering of questions is less important. 
• The interviewer is free to probe interesting areas that arise. 
• The interview can follow the respondent’s interest or concerns. 
 
Despite the factors above, an interviewer must still ensure that the conversation does 
not move too far away from the agreed domain. Smith (2015:64) suggests several 
ways of conducting an effective interview: 
• The researcher must try not to rush in too quickly, this will allow the respondent 
time to finish a question before moving to the next one, this will help the 
research to also obtain fuller answers. 
• The researcher must also use minimal probes. 
• Researcher must ask one question at a time. 
• Research must always monitor the effect of the interview on the respondent. 
 
According to Smith (2015:65), it is important for a researcher to decide on whether he 
is use a tape-reorder for the interviews or not. In this study, a tape recorder was used 
to ensure that everything the participant says during the interview will be correctly 
captures and no important information goes missing. 
3.4.4.2 Reliability and validity (credibility) 
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For any study that is carried out, it is important for the research to ensure that the 
quality of the research is thoroughly investigated, more especially if it will be used in 
practice and industry. According to Noble and Smith (2015:34), concepts such as 
reliability, validity and generalisability are often used to determine the level of quality 
and integrity in which a study is conducted. Pandey and Patnaik (2014:5743) argue 
that reliability and validity are concepts that are often considered to be associated with 
quantitative research. Furthermore, they suggest that these concepts are found to be 
blurred in qualitative and often not viewed as applicable ways to measure quality of 
the research. 
Based on research conducted by Noble and Smith (2014:34), it is often challenging 
for novice researchers to demonstrate rigour when undertaking qualitative research 
because there is no accepted consensus on the standards by which such research 
should be judged. According to Pandey and Patnaik (2014:5744), the quality of 
qualitative research is often assessed using the tests of construct validity, internal 
validity, external validity and trustworthiness. These concepts are explained as follows: 
• Construct validity: Identifying the correct operational measures for the natural 
settings, attempting to make sense of or interpret concepts being studied. 
• Internal validity: seeking to establish a causal relationship whereby certain 
conditions are believed to lead to other conditions. 
• External validity: defining the domain to which the study’s findings can be 
generalised.  
• Trustworthiness: demonstrating that the operations of a study, such as the 
research uses a naturalistic approach that seeks to understand data collection 
procedures can be repeated with the same results. 
To ensure reliability and validity in this study, a clear discussion of the concepts and 
what they entail was done with the participants. Furthermore, participants were asked 
numerous repeated questions within the duration of the interview using the test and 
retest technique (Rasinger, 2013:59) and all answers provided by the participants 
were then analysed to confirm if they correlate. 
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3.4.5 Step 5: Data analysis 
The common purpose of qualitative approaches is to gain an understanding of a 
certain phenomenon. To interpret and analyse the data collected, qualitative content 
analysis was used in this study. According to Elo, Kääriäinen, Kanste, Pölkki, Utriainen 
and Kyngas (2014:1), qualitative content analysis represents an objective and 
systematic method of describing and quantifying a phenomenon. It is further 
suggested that qualitative content analysis can be used either in an inductive or 
deductive manner, however, in both inductive and deductive content analysis, the 
processes involve three main stage, the preparation, organisation and the reporting of 
results (Elo et al., 2014:1). 
Table 3.4 summarises the different approaches to data analysis. These approaches 
will assist in guarding the research analysis for this study. 
Table 3.4 Seven stages of data analysis 
Stages in the mixed 
methods data analysis 
process 
 
Description of 
each stage 
 
Application in 
quantitative data 
analysis 
 
Application 
in qualitative 
data analysis 
 
1. Data Reduction  
 
Reducing the 
dimensionality 
of the qualitative 
and quantitative 
data 
Via descriptive 
statistics, 
exploratory factor 
analysis and cluster 
analysis  
Via 
exploratory 
thematic 
analysis  
2. Data Display  
 
Pictorially 
describing both 
the qualitative 
and quantitative 
data  
 
Using tables and 
graphs  
 
Using 
matrices, 
charts, 
graphs, 
networks, 
lists, rubrics 
and Venn 
diagrams  
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3. Data Transformation 
 
 Quantitative data 
are converted into 
narrative data that 
can be analysed 
qualitatively  
 
Qualitative 
data are 
converted into 
numerical 
codes that 
can be 
represented 
statistically  
4. Data Correlation  
 
 Quantitative data is 
correlated with 
qualitative data  
 
Qualitative 
data is 
correlated 
with 
quantitative 
data  
5. Data Consolidation  
 
Both qualitative 
and quantitative 
data are 
combined to 
create new or 
consolidated 
variables  
  
6. Data Comparison  
 
Involves 
comparing data 
from both the 
qualitative and 
quantitative data 
sources  
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7. Data Integration  
 
This is a final 
stage, herein 
both qualitative 
and quantitative 
data are 
integrated into 
either coherent 
whole or two 
separate sets of 
coherent wholes 
  
Source: Elo et al. (2014:1) 
3.4.4.3 Procedure of the study 
The twelve participants that were chose for the study were interviewed using semi-
structured interviews. Permission was obtained from all participants prior the 
commencement of all interviews. Interviews were carried out in four different Service 
Stations in the Gauteng area. These interviews were then audio recorded to allow the 
researcher to be able to playback the recordings later. This then also adds more 
credibility and reliability to the research conducted. All responses provided by 
participants were then documented on a capture sheet next to each question asked. 
This documentation played an essential role in allowing the researcher to identify any 
themes that arouse, insights, gaps or even new trends about the phenomena (Vosloo, 
2014:358). 
Qualitative content analysis was then used to analyse the data from the recordings 
which were relevant to the research question. To ensure that only the important 
elements were captured and analysed, the research identified key areas which they 
mainly focused on. This was done to ensure that the research only focuses on the 
important elements of the interview as opposed to focusing on areas that are not as 
important, such as participant introductions or areas where they deviate from the 
actual questions. 
After the researcher was done with the data analysis and interpretation, a report was 
then written. This report was presenting and discussing the results that were written. 
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Mayring (2014:13) reports that for any qualitative study, it is important for findings to 
be first discussed in a much broader descriptive logic and then discussed more 
specifically, with a deeper focus on the research questions. 
3.4.6 Step 6: Ethical considerations 
The participants in this study were all briefed and informed about the objectives of the 
study before the interviews were carried out. The reason for doing this was to ensure 
that clarity was provided and to avoid any misunderstandings and miscommunications 
regarding the study. The participants were reassured on the confidentiality of their 
participation in the study. They were also advised of their right to decline participation. 
Fouka and Mantzorou (2011:3) also stress the importance of informed consent when 
conducting a study.  
Informed consent means that a participant knowingly, voluntarily and intelligently gives 
his or her own consent. According to Fouka and Mantzorou (2011:4), the main purpose 
of informed consent is to incorporate the rights of autonomous individuals through self-
determination. Additionally, it seeks to eliminate any possible assault on the integrity 
of the participant and protect their personal rights (Fouka & Mantzorou, 2011:3). To 
ensure anonymity, the researcher did not ask any for any personal information that 
can be traced back to a specific individual (Mokoena, 2017:57).  
Participants were further handed a consent form before the interviews were 
conducted. This was done to ensure a clear understanding of the roles of the 
researcher and that of the participant in the interview process (Mokoena, 2017:57; 
Paasche-Orlow, Brancati, Taylor, Jain, Pandit & Wolf, 2013: 12). In qualitative 
research, the researchers are extensively involved in the study and are often the 
primary data collection instrument (Mokoena, 2017:57).  
This then creates concerns in terms of the trustworthiness of the data they present. 
However, qualitative researchers need to follow precise steps that will ensure the 
trustworthiness of the data they present. Kemparaj and Chavan (2013:93) suggest 
that this can be done by confirming that the results correctly express the participants’ 
viewpoints and experiences and not the researcher’s perceptions. 
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An ethical clearance certificate was issued by the University of Johannesburg to 
conduct this study. 
3.5 Conclusion 
This chapter has outlined the overall research methodology that has been used for the 
study. The step by step research process which was initially introduced by Mayring 
served as the roadmap for the study.  
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Chapter 4: Results and discussion 
4.1 Introduction 
The previous chapter discussed the research methodology that was used to conduct 
the study. This is the final chapter of the study. It presents and discusses the main 
research findings. This chapter is a detailed discussion of all the categories that have 
been identified while conducting the research and is also linked to the literature 
section. The model section focuses on either proving or disproving the model by 
McCall and Voorhees (2010:37) which has been introduced and discussed in Chapter 
2 of the study (Figure 2.2). Once the research findings have been considered and 
discussed fully, recommendations will be made to the South African oil and gas 
industry, in particular the Service Stations. Furthermore, the limitations will be 
discussed, recommendations for future research provided and an overall conclusion 
presented. 
4.2 Results and discussion 
For this study, twelve interviews were planned initially; however, the interviews 
stopped after nine participants were interviewed. This was because they 
independently provided similar responses which then led to data saturation. According 
to Fusch and Ness (2015:1410), data saturation is reached when the researcher has 
gathered enough information to replicate the study when the ability to obtain additional 
information has been attained and when further coding is no longer achievable.  
Failure to reach data saturation has a negative impact on the quality of the research 
conducted and ultimately hampers content validity (Fusch & Ness, 2015:1410). Boddy 
(2016:427) defines data saturation as a point where no new information is gathered or 
observed in the data collected from the compilation of the interviews. For this to be 
achieved, a minimum of two participants is required from whom data can then be 
obtained (Boddy, 2016:427).  
The semi-structured interviews were used in this study. These interviews made use of 
questions that were designed to gather rich and insightful responses in relation to the 
main research question. The interviews covered topics that was guided by the work 
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done by McCall and Voorhees (2010:37). The views that follow below were derived 
from the data analysis conducted from the interviews. The responses below were 
formulated to reflect the main categories that had emerged. All participants were very 
eager and excited to take part in the study and provide their valuable inputs. Direct 
quotations will be distinguished by using P1, P2, P3, P4, P5, P6, P7, P8 and P9.  
The nine Service Station customers represented a diverse sample size and they 
provided valuable insights to the study from different perspectives. Participants 1, 2 
and 3 were interviewed at one Service Station, while participants 4, 5 and 6 were 
interviewed at anther Service Station and lastly, participants 7, 8 and 9 at yet another 
Service Station. The interview process and data analysis were conducted by the 
researcher. The researcher single-handedly engaged in the protocol, asked the 
necessary questions, took notes, audio-recorded the interviews. The interviews were 
conducted at the different Service Stations, the site manager offices were used to 
ensure that the area was safe and quiet. All interview recordings were later transcribed 
by a trained transcriber. 
The identity of all participants was kept anonymous, except for the details summarised 
in Table 4.1.  
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Table 4.1 Details of participants 
Interviewee Gender (M/F) Age Site 
P1 M 29 
Shell Cosmo City 
Service Station 
P2 M 37 
Shell Cosmo City 
Service Station 
P3 M 41 
Shell Cosmo City 
Service Station 
P4 M 45 
Shell Velro Service 
Station 
P5 M 35 
Shell Velro Service 
Station 
P6 F 38 
Shell Velro Service 
Station 
P7 M 27 
Shell Golden 
Meadows Service 
Station 
P8 M 44 
Shell Golden 
Meadows Service 
Station 
P9 F 25 
Shell Golden 
Meadows Service 
Station 
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The participants in this study were 56% male and 44% female. This is in accordance 
with the South African vehicle ownership pattern which reports that there are more 
male vehicle owners (74%) than female (Stats SA, 2017). The participants were all 
between the ages of 25 and 45, with the majority having over 5 years driving 
experience. 
The findings will be addressed in the same sequence as Figure 2.2. 
4.2.1 Structure of the loyalty programmes 
In terms of this specific loyalty programme, it has been revealed that the programme 
does not have any form of tiers. Customers are rewarded based on the amount of fuel 
they purchase. Unlike other loyalty programmes, which often involve customers 
moving up tiers over time, for example, starting off as a bronze customer, then moving 
up to silver, gold and platinum, the Shell-Clicks loyalty programme does not 
accommodate such tiers. However, this issue did not bother the participants as it was 
not seen in a negative light. 
4.2.2 Structure of the rewards 
Questions relating to the structure of the reward system were posed to the participants. 
The purpose of these questions was to determine the level of influence that the reward 
type, the reward magnitude, reward frequency and reward framing have on the 
effectiveness of the programme. Below are the questions posed by the researcher and 
the responses provided by the participants. 
When the participants were asked to explain the factors that were the most important 
to them, one overriding theme emerged across all interviews. The participants 
expressed their excitement towards earning these loyalty points each time they fill up. 
I would have to say that the most important factor is earning all my points every 
time I fill up. (P1) 
And so far, I have never been disappointed. (P4) 
These responses tie in with the seven rights of logistics which speak to delivering the 
right product, in the right quantity and the right condition, to the right place at the right 
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time for the right customer at the right price (Springer, 2019). This demonstrates that, 
to succeed and continue to capture the attention of customers, loyalty offers should 
always be reliable and customers should always earn their rewards as per the promise 
made to them by the loyalty programmes. Lai and Cheng (2016:4) argue that customer 
services in any business setting have to ensure that there is a creation of time and 
place utility in the seven rights (7Rs), namely the ability to deliver the right product to 
the right customer at the right place, in the right condition and right quantity at the right 
time and at the right (lowest possible) cost. 
The quality level of the service offered to these customers should, therefore, be 
extremely high, thus ensuring that their expectations are always met and that 
customers are not rewarded incorrectly or even miss out completely on earning any 
points. 
I must always have my card with me to make sure that I don’t miss out on 
earning points. (P2) 
They make it a point that you never forget to swipe your Clicks card, that is the 
first thing they ask for. (P6) 
Customers can sometimes have a lot on their minds. It is, therefore, the role of the 
Service Station sites or attendants at these stations to ensure that the customers 
always remember to swipe their cards when they fill up at these outlets. This 
demonstrates that the attendants or customer service representatives value their work 
and their customers (Amin, 2018:31; Martinkienė & Giedraitis, 2017:31).  
With regard to the factors that are the least important to the participants when it comes 
to the loyalty programme, is the actual site that these customers use to fill up their 
cars. Most participants expressed this aspect because the points can be earned at 
almost all Shell Service Station. Motorists often do not have a specific site that they 
visit. If it is a Shell service station and convenient for them, then they utilise that service 
station. 
The location of the Shell site is not really important to me. (P8) 
As long as it’s a Shell site and I know I will be getting points then I fill up. (P2) 
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From the above responses, it is evident that convenience is quite an important feature. 
Customers are only interested in obtaining their points in the most convenient manner; 
hence their reluctance to commit to using one specific site only. 
I don’t have a specific site that I use. (P2) 
According to previous loyalty programme studies, for loyalty programmes to be 
successful and drive consumer purchasing behaviour, they must be convenient 
(Sundström & Radon, 2015:9). Furthermore, when loyalty offerings are similar in a 
homogeneous market, greater service convenience may enable a competitive 
advantage (Kaura, Durga-Prasad & Sharma, 2015:408). 
On the issues concerned with the framing of the loyalty programme, all the participants 
agreed that there was no customer involvement in the framing of this specific 
programme. 
I do not believe that customers are or were involved in the framing of the loyalty 
programme. (P1) 
I have never been included in any discussions around the loyalty reward, be it 
through surveys or as a customer feedback. (P4) 
4.2.3 Customer factors 
In addition to the rewards structure, participants were asked questions that would help 
determine the role of customer factors on the overall effectiveness of the programme. 
Two main themes were identified in order to help understand the customer factors, 
namely the customer programme fit and the role of the customer. 
On exploring the participants’ knowledge of the level of support that is available, the 
findings were incredibly positive. Much of the feedback demonstrated that there was 
a great level of support available to customers and most of these customers were 
aware of the different support structures available to them.  
Nielsen (2016) reports that acquiring new customers is a critical component of any 
loyalty programme strategy. The key at that stage is to create as much buzz as 
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possible around the key benefits of the programme as well as the support that comes 
with it when there are system failures (Nielsen, 2016).  
There is so much information readily available online regarding the programme. 
(P1) 
I had to call the Shell customer helpline to get assistance. (P2) 
Another method of customer support that came across strongly was the support 
provided by the staff on the ground. The participants valued the level of support that 
they had received from the service station attendants who had proven to be quite 
helpful and knowledgeable when it came to resolving queries. 
All my transactions and communication around the loyalty rewards has been 
with the petrol attendants. (P4) 
The petrol attendants are extremely helpful. (P3) 
Most participants expressed great satisfaction when dealing with the attendants or the 
other support channels when it came to query resolution. Despite this, 22% of the 
participants were not aware of whom to contact when there was support needed. 
However, they clearly expressed that they would expect assistance to be readily 
available if they were to have any grievances. 
… it should be readily available on either of these sites. (P8) 
From the above, it is evident that most customers value a loyalty programme that is 
easy to use and one that does not take too much time. Furthermore, it shows that 
customers are not prepared to go through several administrations before they can use 
their cards. The expectation is that these programmes will always work exceptionally 
well. However, should there be an issue, they would prefer to just have a readily 
available system in place to assist where necessary. 
This also speaks to the Truth Loyalty Whitepaper (2016) which explains loyalty as a 
huge part of a brand’s ecosystem. Customer experiences must be positive across all 
the different touch points to achieve long-term customer loyalty (Truth Loyalty 
Whitepaper, 2017). This shows that, as the industry continues to thrive, consumers 
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are seeking to reduce the number of programmes with which they interact. This then 
suggests that loyalty providers such as the Service Stations must find ways to simplify 
and streamline loyalty mechanisms, while having all the necessary support structures 
in place (Truth Loyalty Whitepaper, 2017). 
The above responses clearly suggest that there has been no customer involvement in 
the framing of the Shell-Clicks loyalty rewards. This is in contrast with Chang and 
Taylor’s (2016:47) report that businesses have increasingly involved customers at 
various phases of the development of new offerings due to the notion that businesses 
can improve overall innovation performance by tapping into their customers’ 
knowledge regarding needs and solutions. The participants’ responses clearly 
demonstrate that there is a great need for customer value co-creation. Customer value 
co-creation is defined by Ansari, Cowgill, Nicholls, Ramayya, Masina, McQuarters and 
Raissyan (2017:357) as “the benefit realised from the integration of resources through 
activities and interactions with collaborators in the customer’s service network”. 
The Service Stations need to put in more work into their engagements with customers 
and ensure that all customers understand the value and benefits offered by these 
programmes. This will, in turn, assist the service providers in determining whether their 
offerings are aligned with customers’ wants and expectations. However, putting the 
customer involvement issues aside, many of the participants had numerous positive 
things to share regarding the highlights of the programme. The most common theme 
in terms of highlights was having these points available to use, especially during 
periods of great financial difficulties. 
The highlight is just having the points readily available for rainy days. (P3) 
When times are really rough, these points do assist. (P9) 
Both responses above concerning the point of assisting during times of financial need 
were provided by the youngest respondents in the group. This is aligned with the South 
African Landscape (2017) which suggests that younger consumers traditionally have 
less disposable income than their relatively older counterparts. This then makes them 
more attractive to loyalty offers which best engage them and offer the best savings or 
benefits (South African Landscape, 2017:10).  
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Furthermore, it is suggested that consumers search for price information until the 
marginal cost of search exceeds the marginal benefit (Homburg, Koschate-Fischer & 
Wiegner, 2012:77). Some additional responses that have been provided also tie in 
with the above. All the highlights by customers have reflected a great need to save or 
get something in return. 
… you are getting something in return. (P8) 
The highlight is just knowing that every time you pay for fuel, you also get 
something in return. (P5) 
It is quite clear from the above statements that earnings or returns play a significant 
role in loyalty rewards. Consumers do not just get and use these loyalty cards; they 
also expect to see visible benefits from such programmes. 
When it came to the lowlights of using the loyalty programme, the feedback was quite 
negative, as many of the participants had numerous, but quite similar grievances. The 
strongest theme that emerged was the dissatisfaction with the method of redeeming 
these points. Most of the participants were unhappy with the fact that these points 
could only be used at Clicks stores. 
The fact that you can only redeem the points at a Clicks store. (P1) 
They can try and broaden their offering like other businesses have. (P3) 
From the above statements, it was evident that many participants would prefer wider 
options when it came to redeeming their points. Most of these participants eluded that 
other providers in similar industries were offering options such as financial returns, 
using the points to pay household utilities (electricity, airtime etc.).  
According to the 2016 Truth Loyalty Whitepaper, South Africa is on the same level as 
other global businesses in terms of the number of loyalty programmes it offers. 
However, South Africa is still lacking in terms of the execution of these programmes 
as well as the communication and differentiation of these programmes (Truth Loyalty 
Whitepaper, 2016:2). This spoke to what some of the respondents had mentioned 
when they expressed that most of the different fuel businesses offered similar 
incentives and loyalty benefits. This showed that, although the demand for loyalty 
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programmes seemed to grow year on year, businesses needed to differentiate their 
loyalty offerings (Truth Loyalty Whitepaper, 2016:2). 
4.2.4 Loyalty programme effectiveness 
In order to gain an understanding of the overall effectiveness of loyalty programmes 
all responses to the factors that had been identified in Figure 2.2 were critically 
analysed to gain insights into whether they were applicable to this specific programme. 
Initially, it was stated in Figure 2.2 that a combination of all factors discussed above 
would provide the following benefits:  
• Increased purchase frequency 
• Decreased customer price sensitivity 
• Customer advocacy 
• Extended relationship lengths 
• Increased share of wallet 
• Development of the consumer 
• Community and connectedness 
• Increased firm performance  
However, upon completion of the interviews, it was noted that one of these possible 
benefits, Development of the consumer, did not apply to this specific loyalty 
programme.  With regards to behavioural changes because of the loyalty rewards 
programme, the majority of the customers expressed that they had noticed a change 
in their respective behaviours. The common theme that was picked up from this was 
their increased usage of the Shell service station. The customers advised that they 
were more committed to buying from Shell sites than they previously were. They even 
demonstrated a willingness to pass other sites to go fuel up at a Shell site. 
I mean I always pass other sites on the way just, so I can stop at a Shell. (P1) 
If a Shell garage is too busy, I just go to any other one that is more convenient. 
(P4) 
 66 
 
According to Nguyen, De Leeuw and Dullaert (2018:256), consumer purchasing 
behaviour has several stages which involve a consumer decision-making process (in 
this case, consumers deciding on wanting to go buy fuel and from where they would 
like to buy it). The second stage is the problem recognition stage (identifying that there 
is a need to earn points when they spend on fuel), an information search (checking 
which fuel service station businesses offer the best points) and choice (making the 
final decision in terms of the company they will use when buying fuel). 
From the above respondents’ answers, it is evident that most have gone through these 
stages of consumer behaviour and have clearly identified this loyalty programme as 
the most valuable to them, which is why they have confidently stated that they only fill 
up at Shell sites. “One of the biggest drivers for such loyalty towards Shell has been 
the continuously rising fuel prices and the need to save money where necessary”.  
There were some concerns that were raised by the participants which could potentially 
hinder the success of the loyalty programme if not addressed in future. Most of these 
regarded the amount of points that customers earned and the fact that they earned 
the same number of points per litre for both grades of fuel, even though the prices of 
these grades differed. 
I’ve just always been baffled by the fact that petrol and diesel prices always 
differ, but the rewards are the same for both grades … it just doesn’t make 
sense to me. (P6) 
We can all do with some saving, things are tough and fuel prices are just getting 
higher and higher. (P3) 
According to Uyar (2018:143), business obtains most of its advantages from customer 
loyalty programmes. This is because it is now more difficult and costlier to retain 
existing customers than to attract new ones. Varadharajan (2017:685) further argues 
that consumers’ purchasing patterns are likely to be influenced by demographic, 
economic, psychological and sociological factors. This then speaks to the responses 
provided above by the participants, since most of these responses are driven by 
economic factors. 
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In summary, the feedback received from the participants in general reflected a positive 
outlook. The participants valued the overall benefits that were provided by loyalty 
rewards and most importantly, they valued the level of support that came with it. 
Participants could be empowered more and be involved in the formulation of the 
rewards. This could assist in improving their overall satisfaction and receptiveness to 
the programme. 
The participants also expressed a great level of excitement and fulfilment when it came 
to redeeming the points and earning the best value. The major area of concerns was 
the number of loyalty points earned in relation to the money spent on fuel. 
Furthermore, the fact that these points could only be redeemed at Clicks stores proved 
to be a challenge and created some frustration. 
4.3 Conceptual model of loyalty programme effectiveness 
From the interviews conducted, it was revealed that some of the factors that were 
initially mentioned in Figure 2.2 as the main contributors towards loyalty programme 
effectiveness were not applicable when it came to this loyalty programme (Shell-Clicks 
loyalty programme).  The findings presented were applicable to the Shell side, 
however, the Clicks environment was not investigated. 
Figure 4.1 summarises the proposed model for loyalty effectiveness based on the 
responses from participants in the study. Figure 4.1 shows two factors that have a 
direct impact on loyalty programme effectiveness and the possible outcomes of these 
factors. 
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Figure 4.1 Revised effective loyalty programme 
Based on the interviews conducted, it was revealed that two key factors played a role 
in loyalty effectiveness within the service station loyalty programme. These factors 
were mainly the structure of the rewards (which covered reward type, reward 
magnitude, reward frequency and reward framing) and the customer factors (role of 
the customer). The outcome of these factors included increased purchase frequency, 
decreased customer price sensitivity, customer advocacy, extended relationship 
lengths, increased share of wallet, community and connectedness and increased firm 
performance. 
4.3.1 Structure of rewards 
The structure of the rewards is one of the factors that have been noted by the 
participants as having a critical role in the effectiveness of this loyalty programme. The 
rewards type has been noted by participants as playing a critical role. Most participants 
have advised that they would prefer a wide range of reward types as opposed to just 
Structure of Rewards 
• Reward Type 
• Reward Magnitude 
• Reward Frequency 
• Reward Framing 
Loyalty Programme Effectiveness 
• Increased Purchase 
Frequency 
• Decreased Customer Price 
Sensitivity 
• Customer Advocacy 
• Extended Relationship 
Lengths 
• Increased Share of Wallet 
• Community and 
Connectedness 
• Increased Firm 
Performance 
Customer Factors 
• Role of the Customer 
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one. They would also prefer having more options when it comes to redeeming the 
points they have earned. One of the participants has questioned this matter by asking 
“How come the points we earn can only be redeemed at a Clicks store and nowhere 
else?” This shows that there may be a need to consider expanding the reward type if 
the company is aiming to attract and retain customers. 
Reward magnitude is another area that needs to be assessed thoroughly, as most 
participants expressed that they would like to see some changes in that area. Most 
participants have stated that earning as many points as they possibly can is one of the 
most important factors in their reward structure.  
Reward frequency is also noted as an important aspect of the loyalty scheme, 
particularly because many participants believe that the points they earn are somewhat 
small. One participant has stated that he uses one loyalty card with his spouse, making 
it easier for them to accumulate points quicker.  
Another participant states that the fact that the points are valid for a period of 12 
months is an added benefit. This gives customers enough time to save up and 
accumulate as many points as possible. A participant has mentioned that she prefers 
using her points for things that matter. Some participants have even gone so as far as 
explaining how they save up their points and only redeem them when they have 
accumulated enough to buy items of higher value. This point speaks to the fact that, 
at times, one might need to save up more points to be able to buy items of higher 
value. The frequency of use or redemption of points then becomes important. This will 
further encourage customers to frequent Shell outlets to earn more points.  
The framing of the loyalty programme is another area that has been highlighted by 
participants as a focus area when it comes to the structure of the loyalty programme. 
Most of the participants have expressed their dissatisfaction with the framing of this 
programme as points can only be redeemed at Clicks stores. Participants state that 
competitors with similar loyalty programmes offer more options when it comes to the 
redemption of the points. This ranges from using them for paying home utilities such 
as water, electricity and municipality rates. Overall, the participants are direct when it 
comes to their desired loyalty programme framing since they would all like to have a 
programme that offers different methods of redemption. 
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4.4 Recommendations 
The recommendations to all service stations that are currently participating in or 
considering implementing a loyalty programme are to ensure that they follow the 
diagram as outlined in Figure 4.1. By following the concepts and factors that are 
outlined in the above figure, these businesses can expect an increase in customer 
purchase frequency, an increase in customer advocacy, improvement in firm 
performance, extended relationship lengths as well as a decrease in customer price 
sensitivity. There are several investments that businesses must make to ensure that 
they stay abreast of customer needs such as including customers in the framing of 
their loyalty rewards and ensuring that there are thorough support systems in place. 
4.5 Limitations 
This study was conducted at the service stations of one of the major oil and gas 
companies in South Africa. The results could, therefore, not be generalised. There are 
about seven major oil and gas businesses operating in South Africa and only one 
participated in this study. It is, therefore, difficult to generalise the findings, as there is 
no guarantee that these findings will be applicable across the industry. Furthermore, 
most of the businesses in this industry have their own loyalty offerings which differ 
from those of their respective competitors. This then provides another challenge, as 
there is no certainty that customers across the industry would have responded with 
similar answers, had they participated in this study. 
As a result, further research may need to be conducted on specifically the oil and gas 
industry, considering customers or participants from across the industry. This will allow 
for the results to be generalisable across the industry, as there would be 
representation from all the major businesses. 
4.6 Conclusion 
Overall, this paper aims to uncover the factors that drive consumer purchasing 
behaviour and to improve overall consumer loyalty within fuel service stations of the 
oil and gas industry. Often consumer loyalty is associated with just having a loyalty 
reward system or a loyalty card. However, this paper has proven that there are several 
factors that should be considered when it comes to customer loyalty within the fuel 
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retaining business, particularly the Shell-Clicks loyalty reward system. These factors 
include customer factors as well as the structure of the reward system. When a 
combination of these factors is executed correctly, one can expect to yield all benefits 
associated with customer loyalty, such as an improvement in purchase frequency, an 
increase in firm performance and customer advocacy. 
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Appendix A: Consent Form 
 
Consent Form 
I confirm that I have been informed about the nature of the study and I have had the 
opportunity to ask questions about the research. 
I voluntarily agree to participate in the project. 
I understand I can withdraw at any time without giving reasons and without negative 
consequences. 
I, along with the researcher, agree to sign and date this consent form. 
 
Participant:                                         
  
Name of participant                     signature                                         Date 
 
Researcher: 
 
 
 
Name of Researcher                    signature                                       Date 
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Appendix B: Interview Guide 
Annex 1. 
Interview guide  
Loyalty program: Semi-structured interview  
 
Gender:  
Age:  
Site location: 
Consent: Would you like to participate in this interview?              
 
Screening question: Do you own a Clicks & Shell loyalty card?     
 
1. Qualitative interview introduction  
Length: 30-60 minutes  
Primary goal: To see things the way you see them, this interview will be more like a 
conversation, with a focus on your experiences, your opinions and what you think or 
feel about the topics covered. 
 
3. Background Information  
Overview:  
Invite interviewee to talk about loyalty programs, more specifically within the oil and 
gas industry. 
 
4. The structure of the loyalty program: Clicks, the JSE-listed pharmacy, health and 
beauty retailer, has teamed up with Shell South Africa to offer customers rewards 
when they fill up with petrol/diesel. Customers earn points every time they swipe a 
Clicks ClubCard at participating Shell stations nationwide. One litre of fuel or diesel is 
equal to one point. The more litres you purchase, the more points you earn, the greater 
your cashback. Cashback is loaded onto a ClubCard six times a year and can be 
redeemed at any Clicks, GNC or Claire's stores nationwide. 
 
F M 
Yes No 
Yes No 
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4. Structure of rewards:  
i. In your reward system, what factor(s) would you say is/are the most important 
to you? 
ii. In your reward system, what factor(s) would you say is/are the least important 
to you? 
5. Customer Factors: 
i. What level of support is available to customers? 
ii. To what extent, if any, are customers involved in the framing of the loyalty 
rewards? 
6. Loyalty program effectiveness: 
i. What are the highlights of having this loyalty program? 
ii. What are the lowlights of having this loyalty program? 
iii. What are some of the behavioural patterns, if any, that have emerged 
because of the loyalty programs?  
 
 
 
 
 
 
 
